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1 

2 IN THE CIRCUIT COURT OF THE FIFTEENTH 
JUDICIAL CIRCUIT IN AND FOR THE COUNTY 

3 OF PALM BEACH, STATE OF FLORIDA 

-X 

4 THE STATE OF FLORIDA, LAWTON M. CHILES, JR., 
Individually and as GOVERNOR OF THE STATE OF 

5 FLORIDA, DEPARTMENT OF BUSINESS AND PROFESSIONAL 
REGULATION, and THE AGENCY FOR HEALTH CARE 

6 ADMINISTRATION, 

7 Plaintiffs, 

Case Number: 

8 - against - CL 95 1466 AO 

9 THE AMERICAN TOBACCO COMPANY; REYNOLDS TOBACCO 
COMPANY; RJR NABISCO, INC.; B.A.T. INDUSTRIES, PLC; 

10 BATUS HOLDINGS, INC.; BROWN & WILLIAMSON TOBACCO 
CORPORATION; PHILIP MORRIS COMPANIES, INC.; PHILIP 

11 MORRIS INCORPORATED (PHILIP MORRIS U.S.A.); 

LIGGETT GROUP, INC.; LIGGETT & MYERS INC.; 

12 BROOKE GROUP LIMITED; THE BROOKE GROUP LTD., INC.; 
LOEWS CORPORATION; LORILLARD CORPORATION; UNITED 

13 STATES TOBACCO COMPANY; UST INC.; THE COUNCIL FOR 
TOBACCO RESEARCH-U.S.A., INC., (SUCCESSOR TO TOBACCO 

14 INSTITUTE RESEARCH COMMITTEE); THE TOBACCO 
INSTITUTE, INC.; HILL & KNOWLTON, INC.; BRITISH 

15 AMERICAN TOBACCO CO., LTD.; and DOSAL TOBACCO CORP. , 
INC. , 

16 

Defendants. 


18 

19 DEPOSITION of JAMES TISCH, held at the 

20 offices of Wachtell, Lipton, Rosen & Katz, Esqs., 51 

21 West 52nd Street, New York, New York 10019-6618, on 

22 the 5th day of August 1996, commencing at 10:10 

23 a.m., before Colette Cantoni, a Registered 

24 Professional Reporter and Notary Public of the State 

25 of New York, pursuant to Notice. 
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NESS, MOTLEY, LOADHOLT, RICHARDSON 
& POOLE, ESQS. 

Attorneys for The State of Florida 
151 Meeting Street, Suite 600 
P.O. Box 1137 

Charleston, South Carolina 29402 

BY: KATHERINE McGREGOR, 

Senior Paralegal 

- and - 

MAHER, GIBSON AND GUILEY, P.A. 

90 E. Livingston, Suite 200 
Orlando, Florida 32801 

BY: MICHAEL MAHER, ESQ. 


SIMPSON THACHER & BARTLETT, P.C. 

Attorneys for British American 

Tobacco Company 

425 Lexington Avenue 

New York, New York 10017-3954 

BY: KATHY L. McFARLAND, ESQ., 

of Counsel 


SKADDEN ARPS, SLATE MEAGHER 
& FLQM, ESQS., 

Attorneys for UST Inc. 

United States Tobacco Company 

919 Third Avenue 

New York, New York 10022 

BY: MARK S. CHEFFQ, ESQ., 

of Counsel 


http://legacy.library.ucsf.edu/tiel/rnHp@7a00/pdfidustrydocuments.ucsf.edu/docs/nhgl0001 



3 


1 

2 APPEARANCES: (continued) 

3 JOHN P. REILLY, ESQ., 

Associate General Counsel, Litigation 

4 LORILLARD 

One Park Avenue 

5 New York, New York 10016-5895 
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ARNOLD & PORTER, ESQS., 

Attorneys for Defendant 
Philip Morris Incorporated 
535 12th Street, N.W. 
Washington, D.C. 20004-1206 

BY: MARY B. PERCIFULL, ESQ., 

of Counsel 


SHOOK, HARDY & BACON, LLP 

Attorneys for Lorillard Tobacco Company 

One Kansas City Place 

1200 Main Street 

Kansas City, Missouri 64105 

BY: GARY R. LONG, ESQ., 

of Counsel 


WACHTELL, LIPTON, ROSEN & KATZ, ESQS. 
Attorneys for Loews Corporation 
51 West 52nd Street 
New York, New York 10019-6618 

BY: HERBERT M. WACHTELL, ESQ., 

- and - 

JEFFREY R. BOFFA, ESQ., 
of counsel 
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2 APPEARANCES: (continued) 
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14 ALSO PRESENT: 

15 REGINALD ROBERTSON, 

Videographer 
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GREENBERG TRAURIG, ESQS. 

Attorneys for Loews Corporation 
and Lorillard Corporation 
1221 Brickell Avenue 
Miami, Florida 33131 

BY: DAVID L. ROSS, ESQ. 


JONES, DAY, REAVIS & POGUE, ESQS. 
Attorneys for 

RJ Reynolds Tobacco Company 
3500 Qne Peachtree Center 
303 Peachtree Street, N.E. 
Atlanta, Georgia 30308-3242 

BY: R. DAL BURTON, ESQ., 

of Counsel 
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1 

2 THE VIDEOGRAPHER: We are on the video 

3 record. Today's date is August 5, 1996. The time 

4 is 10:10 a.m. We are located at the offices of 

5 Wachtell, Lipton, Rosen & Katz, Esqs., 51 West 52nd 

6 Street, on the 33rd floor. New York, New York. We 

7 will be taking the deposition of James Tisch, in the 

8 matter of the State of Florida against American 

9 Tobacco. 

10 At this time I would ask all those 

11 present to state their appearance for the video 

12 record, stating their name, firm affiliation and 

13 whom they represent. 

14 MR. MAHER: Michael Maher, Orlando, 

15 Florida, for the plaintiffs. State of Florida. 

16 MS. McGREGOR: Kathy McGregor, Ness, 

17 Motley, Loadholt, Richardson & Poole, for the 

18 plaintiffs in Florida. 

19 MS. McFarland : Kathy McFarland, Simpson 

20 Thacher & Bartlett for the defendant British 

21 American Tobacco. 

22 MS. PERCIFULL: Mary Percifull, Arnold & 

23 Porter, Washington, D.C., for defendants Philip 

24 Morris Incorporated and Philip Morris Companies Inc. 

25 MR. BURTON: Dal Burton, Jones, Day, 
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2 Reavis & Pogue, representing RJ Reynolds Tobacco 

3 Company. 

4 MR. REILLY: John P. Reilly, associate 

5 general counsel for Lorillard Tobacco Company. 

6 MR. ROSS: David Ross from Miami, 

7 Florida, on behalf of Lorillard Tobacco Company and 

8 Loews. 

9 MR. LONG: Gary Long with Shook, Hardy & 

10 Bacon, for Lorillard Tobacco Company. 

11 MR. WACHTELL: Herbert M. Wachtell and 

12 Jeffrey Boffa, Wachtell, Lipton for Loews 

13 Corporation. 

14 THE VIDEOGRAPHER: At this time I would 

15 ask the court reporter please to swear in the 

16 witness. 

17 JAMES TISCH, 

18 having been first duly sworn by the Notary 

19 Public, was examined and testified as 

20 follows: 

21 EXAMINATION 

22 BY MR. MAHER: 

23 Q Please state your full name. 

24 A My name is James Tisch. 

25 Q Where do you live? 
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J. Tisch 

A [DELETED] 

Q Give me a little bit of history, say, for 
the last 10 years, of what your associations have 
been professionally and business-wise. 

A For the past 10 years I have been 
employed by Loews Corporation. I was probably 
executive vice president of the company 10 years 
ago, and am currently the president. 

Q When did you become president? 

A About a year and a half ago. 

Q How long have you served on the board? 

A I'd say for the past eight to 10 years. 

Q What capacities have you served in on the 

board, other than at the two that you have 
mentioned? 

A Capacities on the board? 

Q Yes. 

A Board member — 

MR. WACHTELL: Wait a minute. Being 
executive vice president and being president is not 
a capacity on the board. 

MR. MAHER; Okay. 

A I'm a board member. 

Q As a board member are you compensated? 
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A No. 

Q Are other members of the board 
compensated? 

A Members of the board who are not 
employees of Loews or its subsidiaries are 
compensated. 


Q The last annual report we have is the '95 
annual report. There are a number of persons listed 
in the report as being on the board of directors. 

From the time this document was prepared 
were there any additional people who were named at 
the board, or any people who left the board — 

A No. 

Q — since this publication? 

A No. 

Q Tell me how many times a year the board 

meets. 


times 


Over 


A The board meets, I'd say, about eight 
a year. 

Q Are those meetings generally in New York? 
A Yes. 

Q Are they ever anyplace else? 

A From time to time they're telephonic, 
the telephone. 
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J. Tisch 

Q Okay. But if they were telephonic where 
would the meeting originate? 

A New York. 

Q Have you ever held any meetings in 

Florida? 


A No. 

Q Currently is Loews Corporation involved 
in any business venture in Florida? 

A No. 

Q What is your relationship to Laurence 

Tisch? 

A I'm his son. 

Q He discussed with us on Friday a hotel 
being developed in Miami Beach. 

What company is involved in the 
development of that venture? 

A That's the Loews Corporation hotel 
subsidiary that's developing that hotel. 

Q Do you have any — have you had any input 
as it relates to that project? 

A I have been kept abreast as to what's 
been going on with that development, but... 

Q Who reports to you as relating to that 
development? 
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1 


J. Tisch 


2 

A 

John Tisch. 


3 

Q 

Who is he? 


4 

A 

He's my cousin. 


5 

Q 

What is his capacity? 


6 

A 

He is the chief executive officer of our 

7 

hotel subsidiary. 


8 

Q 

Does he serve as a member of the board 

of 

9 

Loews Corporation — 


10 

A 

He does. 


11 

Q 

— of the company? 


12 


Any other Loews business that is going 

on 

13 

in Florida 

— and I use that generally — as it 


14 

relates to 

the hotels or other divisions? 


15 

A 

So you mean Loews Corporation as well . 

as 

16 

subsidiaries? 


17 

Q 

Right. 


18 

A 

Yes. We're in the process of developing 

19 

two additional hotels in Orlando. 


20 

Q 

What are the names of those? 


21 

A 

They're currently unnamed. They are 


22 

going to be on the Universal Theme Park site. 


23 

Q 

Is John Tisch in charge of that, also? 


24 

A 

Yes, he is. 


25 

Q 

And he reports to you as it relates to 
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J. Tisch 

any information that you obtain with reference to 
those projects? 

A He and, as well, his chief financial 
officer. 


Q Who is that? 

A His name is Jack Adler. 

Q Spell that for me. 

A A-D-L-E-R. 

MR. WACHTELL: Mike, when you are using 
the word "report," you may be meaning one thing and 
the witness may understand another. In other words, 
if you are talking about a line of reporting, it is 
one thing. If you are talking about, do you get 
reports, it is another. 

Maybe you ought to clarify what you are 


asking. 


Q Other than Mr. Adler, are there any other 
persons that you receive information from regarding 
the Florida projects? 

A No. 

Q Do you receive information both in 
writing and orally? 

A It is all orally. 

Q What is the frequency of those reports? 
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J. Tisch 

A I'd say once every three weeks. 

Q Are you asked for any advice, or do you 
give any advice? 

A We discuss, and I lay out my opinions. 

And they then act sometimes in accordance with those 
opinions. Sometimes not. 

Q As it relates to the board of Loews 
Corporation, you indicated that the nonemployee 
members of the board, non-Loews employee members of 
the board, are compensated for their board 
membership; is that correct? 

A Non-Loews employees and Loews subsidiary 
employees likewise are not compensated. 

Q That was my next question. 

So you as a Loews Corporation president 
would not be compensated for being a member of the 
board? 

A That's correct. 

Q John Tisch, as the CEO of the hotel 
subsidiary, would not be compensated? 

A That's correct. 

Q Who is the board member from Lorillard? 

A There isn't. 

Q From a standpoint of CNA, is there a 
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1 J. Tisch 

2 member of the board that is employed by CNA? 

3 A Yes, there are two. 

4 Q Who are they? 

5 A Ed Noah, Edward J. Noah, who is the 

6 chairman of the board of CNA Financial Corporation. 

7 And then Dennis Chookaszian. I guess I should spell 

8 that. 

9 Q Please. 

10 A C-H-O-O-K-A-S-Z-I-A-N, who has the title 

11 of chairman of the CNA Insurance Companies. 

12 I should say Noah is spelled N-O-A-H. 

13 Q Did you have input in the preparation of 

14 this 1995 annual report? 

15 A Yes, sir. 

16 Q What was the extent of your input? 

17 A First of all, we redesigned the report 

18 from prior years. And I was instrumental in what I 

19 would call cleaning up the report. So it presented 

20 a more clean and fresh face to the public, just in 

21 terms of layout of the report. 

22 I read through the chairman's letter that 

23 you're on right now, and had some editorial input 

24 into that. 

25 Q The chairman's letter, it starts out with 
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1 J. Tisch 

2 Loews Corporation, goes to CNA, then to Lorillard, 

3 then to Loews Hotels, Diamond Offshore, and then to 

4 Bulova. 

5 A That's correct. 

6 Q Correct? And it ends on page 11. And it 

7 is signed by Laurence and Preston Tisch. 

8 A Uh-huh. 

9 Q Did you actually have anything to do with 

10 compiling or cleaning up the text of that letter? 

11 A I — yes, I read through it a few times, 

12 and submitted my editorial changes. 

13 Q As it relates to this report compared to 

14 the 1994 report, did you delete and submit editorial 

15 changes to the 1994 report beyond what the passage 

16 of a year would offer? 

17 MR. WACHTELL: I would object to form. 

18 Q In other words, just cleaning up is what 

19 I am talking about. 

20 MR. WACHTELL: I don't understand the 

21 question, Mike, so I will object to the form. 

22 Q Do you understand what I am asking? 

23 A No. I would have said that before him. 

24 Q If you don't, just yell at me and I will 

25 be glad to try and rephrase it. 
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J. Tisch 

What I am asking is this: I think, if I 
understand what you have said, you took the 
president — CEO's report from 1994, changed the 
format to some degree, and cleaned up the text? 

A Yes. 

Q Is that fair? 

One of the things I see that is pretty 
obvious is that artistically it appears much better. 

A Thank you. Thank you. 

Q Were you responsible for that? 

A Yes. Okay. Sure. 

Q The location of the — I don't know if 
marquise is the right word, but putting the — is 
marquise a good word to use? 

A Logo. 

Q Logo. Good. Thank you. Was that your 

idea, also? 

A Yes. 

Q Very effective. 

As it relates to the design overall, was 
anyone else responsible besides you for the changes 
made? 

MR. WACHTELL: Mike, you are going to at 
some point tell me whether who was responsible for 
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J. Tisch 

design of the 1995 annual report, what that has to 
do with whether Loews is subject to jurisdiction in 
Florida? You will enlighten me at some point, I am 
sure? 

MR. MAHER: I will try. I will try. 

MR. WACHTELL: You may answer. 

A Our PR department — our PR person was 
primarily responsible for changing the layout, and 
she employed some annual report consultant to help 
with the design. 

Q As to specific content changes, are you 
able to sit here and recall any specific content 
changes that were made as far as deletions or 
additions to the 1994 letter? 

A Changes to the '94 letter or '95 letter? 

Q Changes to the '95 letter from the '94 

letter. 


A Basically, the letter is rewritten every 
year. So, in a sense, it was all changed. 

Q From a standpoint of the rewriting, you 
and members of Loews Corporation's PR department had 
input into any changes that were made? 

A Sure. 

Q Anyone else that had any changes — that 
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1 J. Tisch 

2 had any input to the changes that were made? 

3 A Our general counsel. 

4 Q Okay. 

5 A Who is the one who is the best editor of 

6 English within Loews Corporation, he's the one 

7 who — he also has input into it. 

8 Q And who is that? 

9 A His name is Barry Hirsch. 

10 Q So besides Barry Hirsch, the PR 

11 department and yourself, anyone else with Loews 

12 Corporation, or any other corporation? 

13 A I'm sure there are other people. As the 

14 drafts are prepared, they get distributed probably 

15 to 10 or 15 different people. 

16 Q No one from Lorillard or Loews Hotels or 

17 CNA has a sign-off right on this? This is — 

18 A Not a sign-off. But people from each of 

19 those companies will submit a first draft of what 

20 they would like to see in that letter. 

21 Q And was that done in this particular 

22 case? Were first drafts submitted to you or not? 

23 A Not to me, but I assume they were 

24 submitted and they were — 

25 Q Did you ever see them? 
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1 J. Tisch 

2 A The first drafts? No. 

3 Q As it relates to the Loews board, you 

4 have indicated that the payment issue, compensation 

5 — how much are the nonemployee members 

6 compensated? 


7 


MR. WACHTELL: Object to the 

form of the 

8 

question. 

You may answer. 


9 

A 

I don't know exactly. It's disclosed in 

10 

our proxy 

statement. 


11 

Q 

Do they receive any perks or 

benefits 

12 

beyond that? 


13 

A 

Not that I know of. 


14 

Q 

Are they paid in any stock? 


15 

A 

No. 


16 

Q 

Do they have any advantage by 

being a 

17 

board member to purchase stock? 


18 

A 

No. 


19 

Q 

Is there any requirement that 

board 

20 

members be 

holders of stock? 


21 

A 

No. And in fact, there's one 

board 

22 

member, Gloria Scott, who does not hold 

stock. 

23 

Q 

Has she ever held any stock? 


24 

A 

I don't think so. No. 


25 

Q 

Anyone else that is a board member that 
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J. Tisch 

does not own stock? 

A I don't know. It's in the proxy 
statement. 

Q None that you know of, though, correct? 

A That's correct. The reason I know of 
Gloria Scott is because every year at our annuai 
meeting that becomes an issue. 

Q From a standpoint of the CEO's letter in 
the 1995 annual report, the finalization of the 
annuai letter is totally within your purview as the 
president of Loews Corporation subject to the 
approval of the signatories, Preston and Laurence 
Tisch? 

A Between me and Barry Hirsch, yes. 

Q So Barry Hirsch, who is the general 

counsel for Loews and your two co-chairs and 
yourself? So that any changes that are made in this 
particular letter must be approved by that group? 

A No. 

MR. WACHTELL: Object to the form of the 

question. 

A No. 

Q Okay. 

A Only by one person within the group. 
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J. Tisch 

Q Within the group. But at least one 
person within the group? 

A Generally, Barry is the one who collates 
all the changes and then disseminates them. 

Q What I am basically getting at, from a 
standpoint of this letter, this is a Loews 
Corporation CEO's letter, correct? 

A Yes. That's right. 

Q And it is part of Loews Corporation 
annual report? 

A That's correct. 

Q And it is within the control of Loews 
Corporation? 

A Yes, sir. 

Q From a standpoint of the board itself, is 
this — would you classify this as a working board? 

A What are my other alternatives? 

Q A nonworking board. 

MR. WACHTELL: Object to the form. 

A I don't know what "working board" means. 

Q Is this a rubber stamp board? Is this a 

board that does just what you tell them to do? Or 
is this a board that sits down and is a policy 
decision-making board? 
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J. Tisch 

A I think — I sense that you're not on — 
you haven't been on any corporate boards, because — 
I don't know exactly what you mean by a 
policy-making board. 

Generally, the board of Loews concurs 
with the recommendations that are brought to it by 
management. So I don't know how you would classify 
that. 

Q Does the board have any power? 

A The board's got lots of power. 

Q Can the board take somebody out of 
management? 

A Of Loews Corporation, yes. 

Q Can the board make recommendations as to 
other subsidiaries that are not doing well, a 
removal of leadership? 

A The board can, yes. 

Q Have they in the past? 

A No. 

Q Do you have any knowledge of the change 
in leadership of Lorillard when it went from Bob 
Ave — I think — is that the right way to pronounce 
it? 

A That's the correct pronunciation. 
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1 



J. Tisch 

2 

Q 


— to Andrew Tisch? 

3 

A 


I was not directly involved in that. So 

4 

no. 



5 

Q 


Have you heard anything about it? 

6 

A 


Pardon? 

7 

Q 


Have you heard anything about it? 

8 

A 


I knew the change took place. Yes. 

9 

Q 


Do you know that Laurence Tisch and 

10 

Preston 

Tisch had something to do with that change? 

11 

A 


Yes. 

12 

Q 


Did they, in fact, orchestrate the 

13 

change? 



14 



MR. WACHTELL: Object to the form. 

15 

A 


They were involved in the change. 

16 

Q 


Would you go as far as to say that they 

17 

caused the 

change to occur? 

18 

A 


I don't know the direct line of action of 

19 

what happened? But yes, they were involved in the 

20 

change. 



21 



(Pause.) 

22 

Q 


Going back to the power of the board. I 

23 

understand 

in the corporate framework that you have 

24 

to rely 

upon the people that are working daily 

25 

within the 

corporation, and there is a higher degree 
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J. Tisch 

of credibility, as long as a corporation is 
functioning well and making money, of a board to 
approve and ratify what the company's doing. 

But during the course of a typical 
meeting, tell me what kind of discussions are going 
on. 

A At the meeting we'll first approve 
minutes, and generally talk about each of our five 
different businesses. Somebody will give a report 
on what has happened in those businesses over the 
past month or two, and will talk about the market 
for those businesses and what the trends are within 
those businesses. And once we have reported on all 
five businesses, then we'll generally finish up with 
some finance — approval of finance committee 
operations, what they've done, and report on share 
repurchases, maybe vote to pay a dividend. 

That's generally what goes on at the 

meeting. 

Q Generally, how long do the meetings last? 

A I'd say about an hour and a half. 

Q As it relates to discussion at those 

meetings, did you ever discuss, let's say, the 1994 
report, annual report? Is that something the board 
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approves? 

A No. 

Q Is it submitted to the board? 

A Yes. 

Q In what form is it submitted? 

A I think it is submitted in draft form to 
the board. 


Q Is the board asked to do anything with 
it, or make suggestions about it? 

A They are not specifically asked, but 
certainly they can. 

Q Do they ever? 

A Not to my knowledge. 

Q Who chairs the board meetings? 

A Laurence Tisch. 

Q In his absence? 

A He hasn't been absent for a meeting that 
I recall. 


Q If he goes out during the course of a 
meeting, who subs for him? 


MR. WACHTELL: Object to the form. 


A The — 

Q He never — 

A I guess what you're trying to get to, if 
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J. Tisch 

he's not there, generally Bob Tisch is the 
individual whom I would expect would lead the 
meeting. 

Q And what is his capacity? 

A He is co-chairman and co-chief executive 
officer. 


Q In their absence who would? 

A It is a hypothetical question that I've 
never thought about. 

Q Would you be the next person in line 


or — 


A I doubt that we'd have a meeting if both 
of them weren't there. 

Q In the meetings that you have had, you 
say you go down the line and you discuss all the 
different subsidiaries and what's happening to them 
during the course of things. 

When those reports are made, let's take 
Lorillard, for example, who generally makes the 
Lorillard report to you? 

A Andy Tisch makes that report. 

Q The last meeting that you had, did he 
make the report? 

A I'm pretty sure, yes. 
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1 


J. Tisch 

2 

Q 

What was the date of that meeting? 

3 

A 

I don't recall. 

4 

Q 

He has apparently stepped down as the 

5 

CEO — 


6 

A 

That's correct. 

7 

Q 

— of Lorillard? 

8 


And Dr. Spears has taken that over? 

9 

A 

That's correct. 

10 

Q 

But you haven't had a meeting since that 

11 

time? 


12 

A 

Yes, we have. Several meetings. 

13 

Q 

Okay. But Andy Tisch is — 

14 


MR. WACHTELL: Just for the record, Mike 

15 

as you know, we have an objection to inquiry as to 

16 

matters that are post the commencement of the 

17 

litigation. 

because we believe under the law they 

18 

are not relevant to the question of jurisdiction. 

19 

note my objection. However, I will let the witness 

20 

answer. 


21 


MR. MAHER; Thank you. 

22 

A 

What's the question? 

23 


MR. MAHER; Read it back, please. I 

24 

forgot it. 

too. 

25 


(Record read.) 
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Q 

A 

Q 

A 

Q 

A 

Q 

A 

correct. 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

days. And 
Q 


J. Tisch 

I think I answered the question. 

MR. MAHER: I didn't hear the answer. 
(Answer read.) 

What is his capacity now with Lorillard? 
With Lorillard? 

Yes . 

He does not have a position at Lorillard. 
But he's continuing to report? 

To the board — 

To the board? 

— on Lorillard activities. That's 

What is the source of his knowledge? 

You have to ask him. 

You-all are related? 

Yes. 

Brothers? 

Yes . 

Would you consider yourself close? 

Yes. 

What's your difference in ages? 

Andy is — he's gonna be 47 in a few 
I am 4 3. 

Is it anticipated in the future that Andy 
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Tisch will continue to report on Lorillard? 

A Yes. 

Q At the board meetings? 

A I would think so. 

Q Okay. And he is a board member? 

A Yes, he is. 

Q As it relates to Lorillard and when he 
was the CEO, did you — were you the contact 
person — he was the contact person at Lorillard 
coming to Loews for advices or direction? 

MR. WACHTELL: Object to the form. 

A What do you mean by "contact person"? 

Q If Andy Tisch as the CEO of Lorillard 

wanted to discuss something with somebody at Loews, 
who would he talk to? 

A Depends what he wanted to discuss. He 
might talk to me. He might talk to Larry Tisch, 
who's his father, or to Bob Tisch. 

Q Did he, on occasion, talk to you about 
Lorillard? 


A Sure. 


Q 

discussing 

A 


What kind of things do you recall him 
with you? 

I don't really recall any specific 
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J. Tisch 

conversations. We would have talked about results, 
how the business was doing. But I don't recall 
specifically anything. 

Q Did you ever talk with him about 
governmental attacks on the tobacco industry? 

A I'm sure I did. I don't recall any 
specific conversations, though. 

Q Did you ever — are you familiar with 
what is marked as Exhibit 2 to Laurence Tisch's 
deposition, a Wall Street Journal article that was 
dated 2/11/93, "Smoke and Mirrors: How Cigarette 
Makers Keep Health Questions Open Year After Year"? 

MR. WACHTELL: Do you want to put a copy 
in front of the witness? 

MR. MAHER: Sure. 

Q It is several pages (handing). 

A I don't know if I read this article or 

not. 

Q Do you recall ever discussing it with 
anyone? 

A This specific article? 

Q Yes. 

A No. 

Q Do you recall ever discussing any article 
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of similar note with Andy Tisch? 

A I don't know what that article's about, 
so it's difficult for me to tell you if I discussed 
similar articles. 

Q Are you familiar with the Council for 
Tobacco Research? 

MR. WACHTELL: Object to the form. Has 
he heard of it? What does familiar mean? 

Q Are you familiar with it? 

A I've heard of it. 

Q Okay. What is the degree of your hearing 

of it? 

A I've heard its name several times, so I'm 
familiar with the name. But I am not familiar with 
its activities. 

Q Do you know whether or not Loews 
Corporation is a contributor to CTR? 

A My assumption is that Loews Corporation 
is not a contributor. If anything, Lorillard or one 
of its subsidiaries might be. 

Q Has there ever been a discussion at any 
board meeting of Loews Corporation where CTR came 
up? 

A Not that I know of. 
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Q Was there ever any discussion of approval 
of Lorillard's financial contribution to CTR? 

A At the Loews Corporation board level? 

Q Yes. 

A Not that I know of. 

Q Do you have any specific knowledge of the 
type of work the CTR does? 

A No. 

Q Have you ever had any discussions with 

anyone — and I'll limit it now to either the two 
co-chairs of Loews Corporation and Andrew Tisch — 
about CTR? 

A No. 

Q So going back to our discussion about the 
board and basically their power, I think I'm 
gleaning that this is a working board, it does have 
power. A vote up or down can affect the direction 
of the company. 

MR. WACHTELL: Object to the form of the 

question. 

A What's the alternative other than working 

board? 

Q Nonworking board. 

A It's a board of directors of a 
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J. Tisch 

corporation. 

Q Let's just simplify it. 

Can they vote something up or down if 
it's effective? 

A Absolutely. 

Q Could they vote that Lorillard — that a 
brand of Lorillard be discontinued? 

A It's not a vote that would come up to the 
Loews board. 

Q Can they vote up or down on whether or 
not Lorillard would discontinue a brand? 

A I am not an expert in corporate law, but 
I guess what they could do is they could vote to 
recommend that management recommend to the Lorillard 
board that the Lorillard board — 

Q If the management of Loews Corporation — 
MR. WACHTELL: I don't believe he 


completed his answer, Mike. 

Q I am sorry. Go ahead. 

A (Continuing.) That the Lorillard board 
instruct its management to discontinue that 
product. But it's not the way anything would ever 
happen. 


Q If the Loews corporate board recommended 
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J. Tisch 

to — if the Loews management recommended to the 
Loews corporate board that Lorillard discontinue a 
brand, would the board have that power? 

MR. LONG: Object to the form. 

MR. WACHTELL: I think you may have said 
something you didn't mean to say. Loews? Recommend 
to the Loews board? Is that your question? 

MR. MAHER: The Loews leadership 
recommend to the Loews board that a Lorillard brand 
be discontinued. 

MR. WACHTELL: How is that different from 
your previous question? He answered you. 

MR. MAHER: I don't know if he did. 

A It wouldn't happen that way. 

Q How would it happen? 

A First of all, I couldn't imagine why the 
Loews management would take it on itself to 
recommend to Lorillard that they discontinue a 
brand. It's never happened, and it's not the way we 
manage. 

But if such a thing did happen, and this 
is sheer hypothetical, I imagine there would be 
discussions with the senior management of Lorillard, 
and then the senior management of Lorillard would 
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decide what to do. 

Q So the board would not have the power to 
change a brand or to discontinue a brand? 

A The board of Loews Corporation? 

Q Correct. 

A I assume it has the power, but it doesn't 
do that. 


Q Has there ever been any Loews board 
discussion of nicotine addiction? 

A Not that I recall. 

Q Have you ever had any discussions with 
Andy Tisch about nicotine being addictive? 

A I may have. I don't recall any specific 
discussions, though. 

Q When you may have had this conversation, 
what was the nature of the conversation? 

MR. WACHTELL: I think he has answered 
your question, but you can try again. 

MR. MAHER: I am trying to give as vague 
a question as he gave an answer. 

A I don't recall — 

MR. WACHTELL: If he doesn't recall a 
conversation, how can he recall what was said? 

A I don't recall any specific 
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J. Tisch 

conversations, but the chances are, yes, I have 
spoken to Andy Tisch about nicotine addiction. 

Q Generally, what would be the nature of 
that discussion? 

A Whether nicotine — I can't answer you 
because I just can't think of any specific 
discussion where we talked about that. 

Q Do you know what Andy Tisch's position is 
on whether or not nicotine is addictive? 

A Yes, I do. 

Q What is it? 

A He does not believe it's addictive. 

Q What do you believe? 

A I believe it's not addictive. 

Q Do you know what Andy Tisch's opinion or 
belief is as it relates to the smoking of cigarettes 
causing cancer? 

MR. WACHTELL: I think you are going now 
into the merits area, which is not appropriate. If 
you want to ask about jurisdiction, you can. But 
you are now asking flat out what the views are of 
the former CEO of Lorillard as to whether cigarettes 
cause cancer, and I think that is beyond the purview 
of this jurisdictional deposition. 
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J. Tisch 

Q Go ahead. 

MR. WACHTELL: I am directing him not to 

answer. 

MR. MAHER; Oh, you did? I am sorry. 

MR. WACHTELL: Yes. 

Q Have you had discussions in your capacity 

at Loews Corporation with Andy Tisch in his capacity 
as the CEO of Lorillard during that period as to 
whether or not the smoking of cigarettes causes 
cancer? 


MR. WACHTELL: Same direction. Look, 
Mike, if you want to ask as to the 

interrelationships between Loews and Lorillard, what 
its ultimate powers are, whether the powers are 
exercised or the like, that is fair game, I will 
give you as broad latitude as can be. 

But when you ask questions, no matter how 
you seek to disguise them, that are smoking and 
health questions, that is not appropriate for this 
deposition. You are beyond the pale, and I would 
suggest that you get to the jurisdictional issues. 

I direct him not to answer. 

MR. MAHER: The basis of my question is 
that it was in his official capacity and Andrew 
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1 J. Tisch 

2 Tisch's official capacity with respect to 

3 corporations and the interaction between those 

4 corporations. 

5 MR. WACHTELL: If you want to ask whether 

6 Loews has ever given directions to Lorillard on 

7 smoking and health questions, I will have no 

8 objection whatsoever. That wasn't your question. 

9 Q Have you ever had discussions, board 

10 discussions, of Loews Corporation concerning whether 

11 or not the smoking of cigarettes causes cancer? 

12 MR. WACHTELL: Could I hear the 

13 question. 

14 (Question read.) 

15 MR. WACHTELL: That is not a 

16 jurisdictional question. That is a merits 

17 question. I will direct him not to answer. 

18 Anything you want to ask — 

19 Q Have you ever had any discussions with 

20 any employee of Lorillard in your capacity as 

21 president of Loews Corporation concerning the 

22 potential of smoking of cigarettes causing cancer? 

23 A I don't recall any specific 

24 conversations. 

25 Q Can you state, as you sit here today. 
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J. Tisch 

that you haven't had any such conversations? 

A Could you repeat the question. 

MR. MAHER: Read it back, please. 
(Question read.) 

A When you say "such conversations," 
specifically what are you referring to? 

Q As to whether or not the smoking of 
tobacco causes cancer. 

A I don't think I've had those 
conversations. 

Q Is there a board policy with reference to 
whether or not smoking causes cancer? 

A No, there isn't. 

Q Is there a board policy as to whether or 

not — 

MR. WACHTELL: By "board," you mean board 
of Loews Corporation? 

MR. MAHER: Correct. 

Q Is there a board policy as to whether or 
not children should not be targeted to smoke, or buy 
tobacco products? 

A I don't think there is a Loews board 

policy. But it is patently obvious that if we had a 
policy it would be that no, children should not be 
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J. Tisch 

targeted, and children should not smoke. 

MR. MAHER: Could we take a break? 

MR. WACHTELL: Sure. Off the record. 

(Recess taken.) 

THE VIDEOGRAPHER: We are back on the 
video record. The time is 11:05 a.m. 

BY MR. MAHER: 

Q As far as the preparation for this 
deposition, have you met with anyone? 

A Yes. I've met with our lawyers. 

Q Who did you meet with? 

A Herb Wachtell, Jeff Boffa, Gary Long — 

Q David Ross? 

A And — David Ross and Jack. 

Q How long did you meet with them? 

A Oh, about an hour this morning, and on — 
what day was it — Thursday for about four or five 
hours. 

Q Have you ever had any discussions at 

Loews's board meetings about in the Lorillard report 
as to the use of vending machines for the sale of 
product? 

MR. WACHTELL: Hold on. Could I hear the 
question back, please. 
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J. Tisch 

(Question read.) 

MR. WACHTELL: I understand the 
question. I will object to the form. You may 
answer. 

A No, we haven't. 

Q Have you ever had any discussion at a 
Loews board meeting concerning the general manner of 
distribution of products of Lorillard? 

A Distribution may have been mentioned from 
time to time, but there's been no specific 
discussion that I recall on distribution of 
cigarettes. 

Q As it relates to markets, have you had 
discussion in the Loews board meetings concerning 
the U.S. market as opposed to other markets 
throughout the world? 

MR. WACHTELL: Could I hear the question, 

back. 

(Question read.) 

MR. WACHTELL: Does this question have — 

Q (Continuing.) For Lorillard products? 

MR. WACHTELL: You may answer. 

A Lorillard sold, back in 1977, around that 
time period, the rights to market our brands 
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J. Tisch 

internationally. So as a general rule, all of our 
sales are in the United States. 

Q And who was that sale made to? 


A 


Could you 


Q 

secondary 

secondary 

A 


B.A.T. 

MS. McFarland: objection. Ambiguous, 
define who exactly you mean by B.A.T.? 

THE WITNESS: British American Tobacco. 
MS. MCFARLAND: Thank you. 

Has the Loews board ever discussed 
smoke and the exposure of persons to 
smoke as it relates to health? 

I don't recall any specific conversation 


on that. 


Q Are you saying there were none or you 
just don't recall any? 

A Secondary smoke may have been mentioned 
at a meeting and it may have been discussed, but I 
don't recall any specific conversation on that. 

Q Can you say that it was mentioned but 
that you don't recall the specifics of how it was 
mentioned? 

A No, I can't. 

Q So what you're saying basically is it 
could have been mentioned but you just don't recall? 
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1 J. Tisch 

2 A That's right. 

3 Q Is the same true as it relates to the 

4 addictive nature of nicotine? 

5 MR. WACHTELL: Object to the form of the 

6 question. Unless you are including within your 

7 question the nonaddictive nature — is your question 

8 presuming it is addictive? 

9 MR. MAHER; No. 

10 MR. WACHTELL: It is just one way or the 

11 other? Yes. That's fine. 

12 A I don't recall if there was a specific 

13 conversation, but there may have been. 

14 Q Has there ever been any discussion at 

15 Loews board meetings as it relates to advertising, 

16 specific advertising, of Lorillard products? 

17 A What do you mean by "specific 

18 advertising"? 

19 Q Type of advertising. Who the market is. 

2 0 A No. 

21 Q Does the board of Loews Corporation have 

22 any policy as it relates to the access of underaged 

23 smokers to tobacco products? 

24 MR. WACHTELL: I thought you asked that 

25 before. 
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1 J. Tisch 


2 


MR. 

MAHER: I 

don't think I did. 


3 


MR. 

WACHTELL: 

You can answer. 


4 

A 

Not 

that I know of. 


5 

Q 

Has 

the board 

ever had a policy 

with 

6 

reference 

to access by — 

- access to tobacco 

products 

7 

by underage smokers? 



8 


MR. 

WACHTELL: 

Board of Loews 



9 Corporation? 

10 MR. MAHER: Board of Loews Corporation. 

11 That's correct. 

12 A Not that I know of. 

13 Q Does Lorillard have any policy as it 

14 relates to underaged smoking? 

15 A I don't know if there is any specific 

16 board policy on the part of Lorillard, but I do know 

17 that Lorillard is against youth smoking, and does 

18 not and will not market to underage youth. 

19 Q Are you saying by that statement that 

20 they don't sell tobacco products to underage youth? 

21 A Well, for sure not, because Lorillard 

22 sells its product to retailers and distributors who 

23 then sell their product to other retailers or to the 

24 public. 

25 Q So that retailers may be selling the 
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2 product to underage smokers? 

3 A That is correct. But Lorillard does not 

4 and will not market to those individuals — to 

5 minors. 

6 Q Does Lorillard have any procedure to 

7 preclude sales to retailers that are marketing to 

8 underage smokers? 

9 A I don't know. You'll have to speak to 


10 

the Lorillard people about that. 

11 

Q 

Does the Loews board have a policy as it 

12 

relates - 

— 

13 

A 

No. 

14 

Q 

— to a sale by retailers to underage 

15 

smokers? 


16 

A 

No, we don't. 

17 

Q 

Has it ever been discussed? 

18 


MR. WACHTELL: At the Loews Corporation 

19 

board? 


20 


MR. MAHER: At the Loews Corporation 

21 

board. 


22 

A 

Not that I know of. 

23 

Q 

Has it ever been discussed by you in your 

24 

capacity 

with Loews with anyone as to the policy? 

25 

A 

I have discussed that with my brother. 
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J. Tisch 

Andy Tisch, when he was running Lorillard. He 
mentioned to me specifically that they won't even 
survey people under the age, I think, of 21 about 
smoking. There was no doubt that Lorillard in no 
way was marketing to underage individuals. 

Q Did you ever have any discussion with 
Andrew Tisch about the advertising and the use of 
certain types of models in advertising for the sale 
of tobacco products by Lorillard? 

A I think so. I don't recall a specific 
conversation, but I do recall him saying that the 
models that they use, I think, are at least 25 years 
old. 

Q As of when? 

MR. WACHTELL: As of the last birthday? 
What's the question? 

A The models? 

Q No. When did this policy take — 

A I don't know — 

MR. WACHTELL: The policy or the 
conversation? 

Q Is this conversation a recent 

conversation? Is it — 

A This was probably a year ago. Maybe two 
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2 years ago. 

3 Q How about 10 years ago? 

4 MR. WACHTELL: 10 years ago he wasn't the 

5 CEO — Andrew Tisch wasn't the CEO of Lorillard. 

6 Q When did Andrew Tisch first become the 

7 CEO of Lorillard? 

8 A I guess about four years ago. 

9 Q Okay. During that four-year period, to 

10 your knowledge was there any advertising by 

11 Lorillard for tobacco products with the use of 

12 models that were under 25? 

13 A My assumption is no. 

14 Q I am not asking for an assumption. I am 

15 asking whether or not you had any specific 

16 conversations with relation to that. 

17 MR. WACHTELL: Wait a minute. That is 

18 not the question you had put. So when you say you 

19 are asking him, that was not the question you asked 

20 him. 

21 If you want to put a fresh question, put 

22 a fresh question, but don't suggest that he was not 

23 answering your question. 

24 Q Do you understand my question? 

25 A Right now I don't. 
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J. Tisch 

Q From a standpoint of the past four years, 
did you have any conversation with Andrew Tisch 
concerning the use of models under the age of 25 for 
advertising? 

MR. WACHTELL: He told you he thought he 
had a conversation a year or two ago. 

MR. MAHER: I understand that. 

Q Prior to that. 

A Not that I recall. 

Q Do you use any tobacco product? 

A No. 

MR. WACHTELL: Wait a minute. 

Q Any member — 

MR. WACHTELL: You have to — hold it. 

You have to let me object before you answer that 
question. 

I do lodge an objection to that 
question. And had the witness not answered it, I 
would have directed him not to answer. 

Q Has there ever been a discussion in the 
development of hotels by Loews Hotels at the Loews 
corporate board meeting concerning smoking policy 
within Loews Hotels? 

A No. 
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2 Q Have you ever had any conversations in 

3 your capacity as president of Loews Corporation with 

4 anyone with Loews Hotel, or your contact person with 

5 Loews Hotel, concerning smoking policies within 

6 Loews Hotels? 

7 A No. 

8 Q Do you know of any conversations that 

9 have taken place between Loews Hotels 

10 representatives and Lorillard representatives 

11 concerning smoking policies within the Loews Hotels 

12 facilities? 

13 A None. 

14 Q Has there ever been any discussion at the 

15 Loews board meetings with reference to the CNA 

16 policy as it relates to the rating of insureds based 

17 upon smoking or nonsmoking? 

18 A Not that I recall. 

19 Q Have you ever had any conversations with 

20 anyone within CNA concerning that policy? 

21 A Possibly. Again, I don't recall any 

22 specific conversation, but this would go back 

23 probably 10 or 15 years that I could have had that 

24 conversation with Ed Noah who was running CNA's 

25 insurance companies at the time. 
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2 Q What would have been the nature of the 

3 conversation? 

4 A Just noting the press had made something 

5 of the fact that despite the fact that Loews owns a 

6 company that manufactures and markets cigarettes, 

7 that another company that Loews has a majority 

8 ownership of gives policyholders a discount for not 

9 smoking. 

10 Q Was that discussed as to the irony of it 

11 all or was it discussed as a framework other than 

12 that? 

13 A Well, the newspaper reports were 

14 discussing it in terms of the irony of it all, but 

15 we were just discussing it to the extent that the 

16 papers had reported it. 

17 Q Did you have — at that discussion you 

18 indicated that it was Noah. Was there anyone else 

19 present at that discussion? 

20 A As I said, I don't recall a specific 

21 discussion, but this is what the discussion would 

22 have been. No, I don't recall anybody being at that 

23 hypothetical discussion. 

24 Q Can you say whether or not any 

25 representative of Lorillard was present at the time 
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2 of that discussion? 

3 A Unless it was at the board meeting, there 

4 was no representative of Lorillard present. 

5 Q Could it have been at the board meeting? 

6 MR. WACHTELL: Object to the form of the 

7 question. 

8 A Again, I don't recall specific 

9 conversations. So I'd say I don't recall a 

10 discussion at a board meeting about that. 

11 Q If it was presented to the board, this 

12 irony or the question of irony, and there was a 

13 discussion by the board, could the board have 

14 voted — does the board have the power to vote that 

15 CNA cannot offer the rating smoking, nonsmoking that 

16 they do? 

17 MR. WACHTELL: The Loews board? 

18 MR. MAHER: Yes. 

19 A I guess the Loews board could do that, 

20 but that's not the way things would work. If I 

21 could, let me just explain how we're — we've 

22 organized — 

23 Q I understand that part of it. My — 

24 A I don't think you do. 

25 Q Well, let me — all I'm asking is — 
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2 MR. WACHTELL: I think he — 

3 Q — does the board have power to do it? 

4 MR. WACHTELL: No, I am sorry. I think 

5 you are interrupting in the middle of an answer. 

6 Can the witness answer the question, please? 

7 Q Does the board have power — 

8 MR. WACHTELL: No. I think the witness 


9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


is in the middle of an answer. 

Can we have it read back? 

MR. MAHER: He said he wanted to — 

MR. LONG: Explain. 

MR. MAHER: I want an answer to the 
question. Then he can explain what he wants to. 

MR. WACHTELL: He has said ultimately 
there was power in the Loews board. He was then 
explaining to you what he meant by that, and you 
interrupted him. Now you just can't do that. 

Can we have the question read back, can 
we have the initial part of the witness's answer and 
if he wants to add to it, he may. 

(Record read.) 

MR. WACHTELL: Go ahead. 

Q I apologize. 

MR. MAHER: You were correct. 
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2 Mr. Wachtell. 

3 MR. WACHTELL: Okay. 

4 A Let me explain how we're organized. 

5 Loews is set up as a holding company. 

6 The management of Loews and the board of Loews makes 

7 sure — installs into place chief executives in each 

8 one of our subsidiaries to manage those businesses. 

9 I, in my role as president of Loews, will 

10 talk to those chief executives from time to time and 

11 monitor the status of those businesses. But those 

12 businesses and those chief executives — those chief 

13 executives run their own businesses subject to their 

14 boards. 

15 The Loews management would no sooner tell 

16 Lorillard how to market Newport cigarettes or where 

17 to offer coupons, and likewise we don't tell CNA 

18 where to sell Workers' Comp insurance or how to 

19 market their medical malpractice insurance. 

20 We let those businesses run themselves, 

21 and we monitor them and make sure that the 

22 individuals that are running those businesses are 

23 capable of doing so in a very competent manner. 

24 The board of Loews on a regular basis 

25 listens to the reports of the results of those 
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2 operations and, again just like the management of 

3 Loews, would not tell CNA what insurance policy to 

4 sell and would not tell Lorillard what products to 

5 sell or not to sell. 

6 So yes, I guess in a hypothetical sense 

7 the board does have the — the Loews board does have 

8 the power to tell CNA not to do something, but it's 

9 nothing that the board of Loews would ever do. 

10 Q Basically, what would happen then with 

11 your power as president is that you communicate with 

12 the various companies, and if you determine that the 

13 companies aren't working properly it is your 

14 responsibility to report to the CEOs, and then 

15 discussion is had and adjustments are made within 

16 those companies to correct the problems that you 

17 see? 

18 A That's basically — 

19 MR. WACHTELL: Object to the form. 

20 A Well, I didn't understand what you said 

21 about report to the CEOs. 

22 Q I assume that if you saw that a company 

23 was having difficulty in a given area, you discuss 

24 it with Lorillard or CNA or whoever, okay, and you 

25 identify a problem, okay? 
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2 A Correct. 

3 Q And it may be the problem, is that the 

4 CEO of that company has got some personal problems 

5 and they have fallen off the deep end and they are 

6 not doing their job. So at that point you would 

7 have discussions with the CEOs of Loews Corporation? 


8 


A 

Oh, okay. 


9 


Q 

Yes. 


10 


A 

With Larry Tisch and Bob Tisch. 


11 


Q 

Then a decision would be made, we've 

got 

12 

to 

dump 

this guy because it's hurting the company? 

13 


A 

With all — 


14 



MR. LONG: I am going to object to the 

15 

f o rm o f 

the question before he answers. Go ahead. 

16 


A 

It would be done by means of working 


17 

through 

the board. Yes. We might — we, Larry, 

Bob 

18 

and 

myself, might come to that conclusion, but that 

19 

would be 

a decision ultimately for the board of 

that 

20 

subsidiary to resolve. 


21 


Q 

But you-all come to that conclusion. 

and 

22 

you 

make 

it happen? 


23 



MR. LONG: Objection. That's not what he 

24 

said. 



25 



MR. MAHER: I am asking the question. 
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2 

Q 

You discuss it and 

then make it happen? 

3 

A 

We'll discuss it and then, yes, we can 

4 

make it happen. 



5 

Q 

Okay. Thank you. 



6 


MR. WACHTELL; "It" 

being to replace 

the 

7 

CEO of the 

subsidiary. 



8 


MR. MAHER: Correct 

Correct. 


9 


(Pause.) 



10 

Q 

Do you receive any 

compensation from 


11 

Lorillard? 




12 

A 

No. 



13 

Q 

To your knowledge. 

does either Laurence 

14 

Tisch or Preston Tisch receive 

any compensation 

from 

15 

Lorillard? 




16 

A 

No. 



17 

Q 

Has there ever been 

a Lorillard 


18 

representative other than Andy 

Tisch on the board 

19 

during your tenure? 



20 

A 

Yes. 



21 


MR. LONG: Board of 

Loews? 


22 


MR. MAHER: Board of Loews. Correct. 


23 

A 

Bob Ave was on the 

board of Loews. 


24 

Q 

When he was CEO? 



25 

A 

Yes . 
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J. Tisch 

MR. WACHTELL: Wasn't Curt Judge? 

Q What is — 

A And prior to that Curt Judge was also on 
the board of Loews, but that was prior to my tenure 
on the board of Loews. 

Q What is Andrew Tisch's position at this 
point in time as it relates to Loews? 

A He is chairman of the management 
committee. 


Q What is his position as it relates to 
Lorillard? 

A He has no position at Lorillard. 

Q But he continues to report on Lorillard 
at the Loews board meetings? 

A He monitors their results. Yes. 

Q He makes a report — 

A Yes. 

Q — at the board meeting? 

A Yes. He monitors the results and then he 

reports to the board. 

Q What do you mean, he monitors the 

results? 

A He will speak to Alex Spears, who is the 
CEO and Marty Olowsky who is the president, and he 
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2 will keep himself up to date on the status of the 

3 Lorillard business. 

4 Q Is Andrew Tisch currently receiving any 

5 compensation from Lorillard? 

6 A Not that I know of. 

7 Q Did that terminate at the time that he 

8 terminated as CEO of Lorillard? 

9 A I would assume so. 

10 Q Prior to Spears assuming the title CEO of 

11 Lorillard, did Andrew Tisch make reports during the 

12 entire four-year period that he was the CEO? 

13 MR. WACHTELL: Reports to — with respect 

14 to Lorillard to the Loews board? 

15 MR. MAHER; Reports of Lorillard to Loews 

16 with respect to Lorillard. 

17 A I don't know that it was a four-year 

18 period; but yes, while Andy was on the board of 

19 Loews and CEO of Lorillard he would report to the 

20 Loews board on the results of Lorillard. 

21 Q And tell me, again, what his position is 

22 with Loews now? 

23 A He is chairman of the management 

24 committee. 

25 Q What does that mean? 
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2 A The management committee is comprised of 

3 Andrew Tisch, John Tisch and myself. 

4 Q What does it do? 

5 A We meet about once a month, and we 

6 discuss the operations of Loews and its 

7 subsidiaries. 

8 Q When was the management committee 

9 created? 

10 A About a year and a half ago. About — 

11 Q Has — 

12 A I guess between a year and a year and a 

13 half ago. I don't recall specifically when. 

14 Q Has Andrew Tisch been the only chairman 

15 of the management committee? 

16 A Yes. 

17 Q Did Andrew Tisch ever discuss with you 

18 anyone by the name of Wigand? 

19 A I don't recall a specific conversation 

20 with Andy about him, but I am sure we discussed him. 

21 Q What do you know about him? 

22 A I know that he worked for B.A.T. I guess 

23 for Brown & Williamson. I think he was the head of 

24 their research operation. That he was fired by 

25 Brown & Williamson. And that he was now testifying 
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J. Tisch 

against the tobacco industry, making allegations 
against the industry. 

Q Who have you had discussions about Wigand 

with? 


MR. LONG: You mean other than possibly 

lawyers? 

MR. MAHER: Excluding lawyers. 

A Any number of people within Loews. 

Q Laurence Tisch? 

A Yes, I'm sure I did. 

Q What was the nature of that conversation? 

A I don't recall. I mean, all — the 
nature of the conversation is that — the nature of 
the conversation typically, from our perspective, is 
that this is a man who is fired from his prior 
position where the CEO of that company — and I 
don't recall the name of the company — the CEO of 
that company was so upset with Wigand and what he 
was doing vis-a-vis the tobacco companies that he 
wrote an article in a magazine about all the 
troubles that he had with Wigand. 

So we have discussed that a number of 
times. You know, being involved in the tobacco 
industry, it's a name that you can't escape. 
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2 Q Again, going back. Who have you 

3 discussed it with, specifically that you recall 

4 discussing Wigand? 

5 A I spoke to — I recall specifically 

6 speaking to some editors of the Wall Street Journal 

7 about it. I guess to Arthur Stevens at Lorillard. 

8 And other than that, I don't recall any specific 

9 conversations. 

10 Q What was the nature of the conversation 

11 with Arthur Stevens? 

12 MR. LONG: Whoa, objection, privileged. 

13 MR. MAHER: I asked him just the nature 

14 generally. 

15 MR. LONG: Doesn't matter. 

16 MR. WACHTELL: There is a — Loews and 

17 Lorillard are named as co-defendants in a number of 

18 litigations, including this one. And there is 

19 generally among all the defendants in those 

20 litigations a joint defense agreement. So that a 

21 conversation of the nature you are asking about is 

22 privileged. 

23 MR. MAHER: So you are instructing him 

24 not to answer that? 

25 MR. WACHTELL: You're not really trying 
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to get a privileged conversation, are you, Mike? 

MR. MAHER; You're instructing him not to 
answer that, right? 

MR. WACHTELL: Yes. I am instructing him 
not to answer. 

I assumed you were not pressing the 
question. I didn't think I had to instruct him. 

MR. MAHER; All I want is to make sure 
the record is clear. 

MR. WACHTELL; Thank you. 

Q As it relates to your conversations with 
Mr. Stevens, I am not interested in at this point in 
time what the conversation was, but at the time you 
spoke with him he was employed by Lorillard? 

A Sure. 

Q Were you talking to him as the president 
of Loews Corporation in his capacity as general 
counsel or whatever he is for Lorillard? 

A Uh-huh. 

Q Correct? 

A Correct. 

Q During your tenure as president of Loews 
Corporation have you had occasion to discuss things 
with Arthur Stevens in his capacity with Lorillard 
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J. Tisch 

2 

on previous occasions? 

3 

A 

Yes . 

4 

Q 

Have you made suggestions to him as to 

5 

courses of 

action in those conversations? 

6 


MR. LONG: Just a second. Herb. 

7 


(Pause.) 

8 


THE WITNESS: While they are discussing 

9 

this, may 

I use the men's room? 

10 


MR. MAHER: Sure. 

11 


MR. WACHTELL: May I hear the question 

12 

back. 


13 


(Question read.) 

14 


(Off the record.) 

15 


MR. WACHTELL: If the reporter would read 

16 

the question back to the witness. 

17 


And if he understands it, he may respond. 

18 


(Question read.) 

19 


MR. WACHTELL: "Him" being Arthur 

20 

Stevens. 


21 

Q 

Arthur Stevens. Correct. 

22 

A 

I think suggestions is the wrong word. 

23 

We've had 

discussions. I don't know if anything 

24 

that I would say would be construed as a suggestion. 

25 

Q 

Have you given him input as to your 
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2 opinion as to certain things involved in those 

3 discussions? 

4 A No. It's generally been the opposite way 

5 around. 

6 Q Okay. When he would give you — when he 

7 would tell you something, would you then respond to 

8 him with your thought as to what the corporate line 

9 was? 

10 A No. Question him about what he was 

11 saying, but I don't know that I would suggest to him 

12 what the corporate line was or should be. 

13 Q Have you ever in conversations with 

14 Mr. Stevens, ever made any suggestion to him? 

15 MR. LONG: I am going to object — 

16 Q As to the course of action, ever, as it 

17 relates to Loews/Lorillard. 

18 MR. WACHTELL: Well, I object to the form 

19 of the question. I think it is ambiguous. I also 

20 think it is, by definition, impossible of a 

21 response. 

22 But go ahead. If you understand it. 

23 A I can't remember any specific suggestion 

24 that I made to him. 

25 Q When you spoke with him about 
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2 Loews/Lorillard, was he reporting to you generally? 

3 MR. WACHTELL: Part of my objection to 

4 your last question was your use of the expression 

5 "Loews/Lorillard." 

6 Mr. Stevens is general counsel for 

7 Lorillard. 

8 MR. MAHER; Loews and Lorillard. Would 

9 that clean it up? 

10 MR. WACHTELL: No, because I don't 

11 know — I think you have a premise there that 

12 Mr. Stevens reports on matters having to do with 

13 Loews. 

14 MR. MAHER; No, I was — 

15 MR. WACHTELL: Why don't you ask a 

16 question that does not — 

17 Q I assume that your conversations with 

18 Mr. Stevens is he is talking as counsel for 

19 Lorillard and reporting to you about matters as it 

20 relates to his function as the counsel for 

21 Lorillard, correct? 

22 A That is correct. 

23 Q Okay? And if you have any thoughts to 

24 give him on those matters, you give them to him, 

25 correct? 
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2 MR. WACHTELL: Well, the witness has 

3 already answered that, but he can answer it again. 


4 

A 

Generally, that's correct. 


5 

Q 

And that's the reason that 

you have the 

6 

interchange? 


7 

A 

Yes. 


8 

Q 

When Bob Ave was the CEO of 

Lorillard wa: 

9 

he on the 

board the entire period that 

he was the 

10 

CEO of Lorillard? I am talking about 

the Loews 

11 

board. 



12 

A 

I don't recall. 


13 

Q 

Do you have any recollection of how long 

14 

he was on 

the board? 


15 

A 

No. Our corporate records 

and proxy 

16 

statements 

would have that. 


17 

Q 

Does the — Lorillard's a wholly-owned 

18 

subsidiary 

, right? 


19 

A 

Of Loews Corporation. 


20 

Q 

Does — 


21 


MR. WACHTELL: Actually, as 

we 

22 

established on Friday, there is an intermediate 

23 

corporation between the two but — 


24 


MR. MAHER: Loews Tobacco, 

Loews — 

25 

A 

Lorillard. 
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Q Excuse me. 

MR. MAHER; Lorillard Tobacco, then 
there's Lorillard, Inc. 

MR. WACHTELL: Lorillard Inc. And then 

Loews. 

MR. MAHER; Right. 

Q Have you traveled to Florida with 

reference to the Miami Beach project? 

A Yes. 

Q On how many occasions? 

A Two, I would say. One when I was already 

down in Florida, and I went by the site just to take 
a look at it. And the second was when I went down 
with John Tisch to talk to a bank group about the 
project. 

At the time we were trying to put 
together a group of banks to loan — I forgot the 
exact amount, I think it may have been $65 
million — towards that project. And John asked me 
to come down and speak to those bankers to describe 
to them Loews Corporation, how it operated, and what 
was the relationship between Loews Corporation and 
the hotel company. 

Q What bank were you dealing with? 
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2 A Say it again. 

3 Q What bank was that? 

4 A There was a whole group of banks, and I 

5 don't recall specifically which banks were there. 

6 Q Do you remember specifically anyone that 

7 attended that meeting? 

8 A No. There were representatives, I think, 

9 from Bankers Trust there because they were putting 

10 together the bank group. But I don't recall 

11 specifically which banks were there. 

12 Q How did you describe the relationship to 

13 the bankers between Loews Corporation and Loews 

14 Hotels? 

15 A Basically, as I have described to you. I 

16 talked about how Loews manages its businesses. How 

17 we have CEOs who run their businesses, who are 

18 capable of running their business, running that 

19 specific business for Loews. 

20 I talked about how the times, when Loews 

21 gets involved basically in an advisory role to each 

22 of those subsidiaries, when, as, and if needed, and 

23 just painted that general picture for those bankers. 

24 Q Would it be fair to say that basically 

25 you were telling them that Loews Corporation and the 
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2 financial clout of Loews Corporation was substantial 

3 enough that they ought to lend money on a deal like 

4 this? 

5 A Well, Loews was — is guaranteeing a 

6 portion of that debt. But I actually tell you it 

7 was almost the opposite. That each subsidiary 

8 stands on its own and that the hotel company as well 

9 stands on Its own. 

10 Q Okay. Let me put it another way. 

11 Were you selling and promoting the fact 

12 that Loews Corporation was hands-on and provided 

13 advice and leadership in a way to ensure that the 

14 Loews family or umbrella was an effective operation? 

15 A I never said that Loews was hands-on. In 

16 fact, the message I was trying to give, and give 

17 continuously, is that Loews, in that regard, is not 

18 hands-on. That we let the managements of our 

19 companies manage their businesses within the context 

20 of their industries. 

21 Q Are you saying that you represented to 

22 these bankers that Loews Corporation was hands-off, 

23 and that they didn't involve themselves in the 

24 communication with the subsidiaries advised? 

25 A What do you mean, "communication"? 
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Q Interaction. 

A Could you rephrase the question, please. 
I don't understand what you are driving at. 

Q From a standpoint of what you told these 

bankers, did you convey to them the concept that 
Loews Corporation was set up in a way that it 
presented an effective corporate structure to 
achieve corporate success? 

MR. WACHTELL: I don't understand that 

question. 

MR. LONG: Objection to the form. 

MR. WACHTELL: Object to the form of the 

question. 

Q Do you understand it? 

A No. 

Q Let me see if I get it. 

You went down basically to tell them as 
the president of Loews Corporation that they should 
lend the money to Loews Hotels, right? 

A No. I didn't tell them they should do 
that. I went down there to describe the context 
between Loews Corporation and Loews Hotels. 

And — 

Q Excuse me. Go ahead. 
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2 A And I talked to them about how Loews 

3 operates managerially. That John Tisch ran the 

4 hotel division with our full blessing and 

5 confidence. And that the — basically, that the 

6 hotel division stood on its own, just as CNA stands 

7 on its own and Lorillard stands on its own and 

8 Diamond Offshore stands on its own and Bulova stands 

9 on its own. 

10 And I, in my discussion with them, in my 

11 presentation to them, I described very briefly each 

12 one of our subsidiaries and how they operate their 

13 business. 

14 Q Did they have available for them the 1995 

15 annual report of Loews Corporation as a policy 

16 statement? 

17 MR. WACHTELL: Object to the form of the 

18 question. 

19 A I don't — I think this trip — in fact, 

20 I'm pretty sure this trip was before that annual 

21 report was released. 

22 MR. WACHTELL: And by answering the 

23 question the witness is not accepting your 

24 characterization. 

25 Q Are there some things in the annual 
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2 report that states policy of the corporation, of 

3 Loews Corporation? 

4 A I don't know. I'd have to look at the 

5 report. 

6 Q Does the annual report state the policy 

7 of CNA, Lorillard, Diamond, Loews Hotels? 

8 A What policy? 

9 Q Any policy. I'm basically — let me ask 

10 it this way. Does the Loews Corporation in its 

11 annual report suggest the policy of any of its 

12 subsidiaries? 

13 MR. WACHTELL: With respect to what? 

14 MR. MAHER: Anything. 

15 MR. WACHTELL: Maybe you better put it in 

16 front of him so he sees whether there is anything in 

17 there that reflects any policy. 

18 MR. MAHER: Anything. 

19 Q Basically, what I'm asking is, the Loews 

20 Corporation, when they do their annual report, do 

21 they presume to state the policy of any of its 

22 subsidiaries? 

23 MR. WACHTELL: Mike, an annual report 

24 typically is not a statement of policy. It may well 

25 be that there are things in it that state a policy. 
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2 Instead of engaging in a memory contest, 

3 if you put it in front of him he can tell you — 

4 look at it and tell you whether there is anything in 

5 there that is a statement of policy. 

6 I am not going to let him answer the 

7 question if you don't put it in front of him. It is 

8 not fair. 

9 Q You're generally familiar with the 1995 


10 

annual report? 


11 

A 

Yes . 


12 

Q 

Okay. Generally familiar 

with the 1994 

13 

annual report? 


14 

A 

Yes. 


15 

Q 

In fact, you incorporated 

a number of 

16 

changes in 

the '95 report as opposed 

to the '94 

17 

report? 



18 

A 

Basically design changes. 

Yes . 

19 

Q 

Also, substantive changes 

as it relates 

20 

to cutting 

down dialogue and text? 


21 

A 

Not really. The annual report is divided 

22 

into three 

basic sections. 


23 

Q 

Okay. 


24 

A 

The first section is the 

letter. 

25 

Q 

Okay. 
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A The second section is what we call the 

MD&A, management discussion and analysis. 

Q Okay. 

A And the third section is the financial 


statements. 


Q Let's go back to the letter. If there is 
going to be any policy that is going to be stated, 
it would be stated in the letter, fair enough? 

A When we write the letter, we don't think 
of it as a policy statement of Loews Corporation or 
any of its subsidiaries. 

Q Let me just ask it this way; as it 
relates to the letter would it state any policy of 
any of the subsidiaries? 

MR. LONG: Object as to form. 

MR. WACHTELL: Object to the form. 

A It might state some policy. I don't 

know. 


Q Okay. But — okay. That's what I am 

asking. 

Does Loews Corporation have the power to 
state the policy in their annual report of its 
subsidiaries? 

A Sure. 
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2 MR. WACHTELL: Sorry. That is not what 

3 you are asking. That's a different question. You 

4 have not asked that question before. 

5 Now, what is the question? 

6 MR. MAHER: It has been answered. He 

7 said sure. 

8 MR. WACHTELL: Could I hear the question. 

9 (Question read.) 

10 MR. WACHTELL: Okay. My objection to 

11 form is noted, I hope. 

12 Q So what you're telling me is that Loews 

13 Corporation in its annual report, is the letter from 

14 CEOs, states policy of its subsidiaries? 

15 MR. WACHTELL: No. He has told you — 

16 A We have — 

17 MR. WACHTELL: Very explicitly — you 

18 have to let me object. He has told you very 

19 explicitly that it is not intended to be a statement 

20 of policy. You are now 180 degrees 

21 mischaracterizing his testimony, Mike. Three 

22 answers ago he very explicitly told you that the 

23 letter in the annual report is not a policy, that 

24 there might be something in there that could state a 

25 policy. 


http://legacy.library.ucsf.edu/tiel/rnHp@7a00/pdfi(dustrydocuments.ucsf.edu/docs/nhgl0001 



75 


1 

2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


J. Tisch 

A And the question to which I answered sure 
was, does Loews have the power to state policy in 
its — policy of the subsidiaries in its annual 
report. 

Sure, we could write whatever we want. 

Q So Loews has the power to dictate policy 
to its subsidiaries then, is what you are saying? 

A No. 

Q Loews doesn't have the power to dictate 
policy to its subsidiaries? 

A No. Don't put words in my mouth, please. 

Q I am asking a question. 

A No. No. No. 

Q You answered the question no. Answer the 
question yes or no. 

A No. No. No. Wait a second. You are 
mischaracterizing what I say. 

I responded that Loews has the power to 
print policy in its annual report. That doesn't 
necessarily mean that we do it or don't do it. 

Then you characterized my response as 
saying, so you mean Loews has the power to dictate 
policy to its subsidiaries? And one does not carry 
from the other. 
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2 Q Okay. Let me ask the question. Does 

3 Loews have the power to dictate policy to its 

4 subsidiaries? 

5 MR. WACHTELL: Object to the form of the 

6 question. What policy, with respect to what? 

7 MR. MAHER; Any policy. 

8 MR. WACHTELL: Any policy of any nature 

9 whatsoever? 

10 MR. MAHER: Correct. 

11 MR. WACHTELL: You can answer. If you 

12 understand the question if you are capable of 

13 answering it in that form, answer it. 

14 A I guess that since Loews owns a majority 

15 of the shares of its subsidiary, then, yes, through 

16 the board of the subsidiary Loews has the power to 

17 dictate policy. 

18 Q As it relates to the annual report, 

19 the — I would assume that when you're talking about 

20 the three different sections — and they are very 

21 categorized types of sections — those are all 

22 things that are considered by Loews Corporation and 

23 digested and published? 

24 MR. WACHTELL: Object to the form. 

25 A Could you explain what you mean? 


http://legacy.library.ucsf.edu/tiel/rnHp@7a00/pdfidustrydocuments.ucsf.edu/docs/nhgl0001 



77 


1 J. Tisch 

2 Q I mean, basically if you're putting 

3 together an annual report, okay, you put together 

4 all the materials, you basically edit it, and then 

5 you present it as an annual report to shareholders? 

6 MR. WACHTELL: No. Well, let me just 

7 object to the form. 

8 He has told you two of the three parts, 

9 one is financial statements and the other is the 

10 management discussion and analysis. I don't think 

11 one edits financial statements. I sure hope you 

12 don't. 

13 Q Go ahead. 

14 A The MD&A and the financial statements 

15 basically follow — not basically — we follow the 

16 rules of the SEC in putting those together. 

17 The letter is included as a means of 

18 making the annual report somewhat readable for our 

19 shareholders. 

20 Q Okay. The letter kind of common senses 

21 it, is that what — would that be a fair — 

22 MR. WACHTELL: Object to the form. 

23 Q Makes it — 

24 A The letter is intended to give, in 

25 layman's terms, an update on the businesses that you 


http://legacy.library.ucsf.edu/tiel/rnHp@7a00/pdfidustrydocuments.ucsf.edu/docs/nhgl0001 



78 


1 J. Tisch 

2 might not otherwise get from reading the rest of the 

3 annual report. 

4 So we might talk about a hotel that's 

5 being developed in Miami in that letter. We might 

6 talk about what's happened to a semisubmersible rig 

7 in that letter. And we might also talk about what 

8 Lorillard is doing in the marketing area in that 

9 letter. 

10 Those are generally items that are 

11 significant to one's knowledge of their company that 

12 generally can't be found in the MD&A and the 

13 financial statements. 

14 Q Did Lorillard, CNA, Diamond or Loews 

15 Hotels have any editing power over the letter? 

16 MR. LONG: Objection. That may be 

17 compound. 

18 MR. WACHTELL: You spent about an hour on 

19 this this morning. He told you they prepare — that 

20 each of the subsidiaries prepares the first draft of 

21 the section that goes in the letter with respect to 

22 the business of that subsidiary. It is then 

23 circulated, and other people edit it and polish the 

24 language. 

25 MR. MAHER: That is not what he said. 
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2 

MR. 

WACHTELL: Oh, it most 

definitely is. 

3 

MR. 

MAHER: No. He said on 

occasion they 


4 do that. He did not say they do it on each and 

5 every occasion. 

6 MR. WACHTELL: Either my recollection is 

7 flawed or yours is. The record will be what it is. 

8 Why don't you ask him. I have a pretty clear 

9 recollection of what he said. 

10 Q Okay. 

11 A What's the question? 

12 MR. WACHTELL: Does the subsidiary only 

13 occasionally or generally prepare the first draft of 

14 the section that appears in the letter with respect 

15 to the operations of the subsidiary? 

16 THE WITNESS: The subsidiary generally 

17 prepares the first draft. It is taken and combined 

18 into one somewhat cogent letter, and then it's 

19 refined and edited, generally, by Barry Hirsch, the 

20 general counsel, with my input and with the input of 

21 several other people as well. 

22 Q Has there ever been any discussion 

23 concerning the annual report letter — let me ask — 

24 have for the 10 years that you have been involved as 

25 president, has there always been a letter — 
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2 A I have been president for a year and a 

3 half. 

4 Q I am sorry. Okay. 

5 A Been on the board for about 10. I don't 

6 know specifically for how many. 

7 Q I apologize. For the 10 years you have 

8 been a board member has the annual report always had 

9 the letter from the CEOs? 

10 A Yes. Yes. And it's gone back much 

11 further than that. 

12 Q Okay. And has that letter — has there 

13 ever been discussions of the board in the content of 

14 that letter? 

15 A Not that I've been on the board. 

16 Q Has there ever been any discussion that 

17 there should be inclusion in the letter as to 

18 nicotine being addictive? 

19 A Since there wasn't discussion of the 

20 letter, then there wasn't discussion of what should 

21 be included in the letter. 

22 Q Have you ever had any discussions 

23 in-house of Loews Corporation as to whether or not 

24 it should be included in the letter? 

25 A No. 
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Q Have you ever had any discussions as it 
relates to tobacco and its effect on health being 
included in the letter in the past 10 years? 

A No. 

(Pause.) 

THE WITNESS: I think the video man would 
like to change his film. 

MR. MAHER: Okay. 

THE VIDEOGRAPHER: Thank you. 

We're off the video record. The time is 

12:08 p.m. 

(Off the record.) 

THE VIDEOGRAPHER: We're back on the 
video record. The time is 12:08 p.m. 

BY MR. MAHER: 

Q As it relates to the letter in the '94, 
'95 annual reports, the letters in the '95, '94 

annual reports — 

A Which annual report? 

Q '94, '95 annual reports. 

A Both of them? 

Q Yes. The letters. 

A Okay. 

Q The letter to each other. In both of 
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2 those reports as it relates to legal questions, did 

3 you rely upon Barry Hirsch for final decision? 

4 MR. WACHTELL: I object to the form of 

5 the question in that the question presumes that 

6 there are legal matters In those letters. 

7 Q Go ahead, if you understand. 

8 A I was going to ask you. I don't know 

9 that there are any legal matters In those letters on 

10 which we have to rely on Barry Hirsch's judgment. 

11 Q Barry Hirsch is your counsel, right? 

12 A Yes. 

13 Q Okay. You mentioned that he was involved 

14 In the process of formulating the letter — 

15 A That's correct. And I said in large part 

16 that's because he's the Individual up at Loews 

17 Corporation who has the best skills In terms of 

18 writing clear, concise English sentences. 

19 Q Would he be called upon to make 

20 recommendations as it relates to anything legal that 

21 would be Included in it? 

22 A Yes. 

23 (Pause.) 

24 MR. WACHTELL: I know it may be after an 

25 hour of this, after the letter and the annual 
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2 report, it may be belated, but at some point are you 

3 going to tell us what it has to do with whether 

4 Loews is subject to jurisdiction in Florida? I 

5 mean, this is all absolutely totally irrelevant. 

6 Q Do you know the name Dorothea Cohen? 

7 A Who? 

8 Q Dorothea Cohen? 

9 A No, I don't. 

10 Q Have you had conversations with 

11 Dr. Spears concerning smoking and health-related 

12 diseases? Excuse me. Strike that. 

13 Have you had conversations with 

14 Dr. Spears about smoking and its effects upon 

15 health? 

16 A I don't recall any specific 

17 conversations. 

18 Q Have you had any conversation with 

19 Dr. Spears about the addictive nature of nicotine? 

2 0 A No. 

21 Q Have you seen any statistics on the 

22 number of people who are under age that smoke 

23 Lorillard products? 

24 A No. 

25 Q Are you aware of any such statistics? 
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2 A No. 

3 MR. WACHTELL: Note my objection to all 

4 of this as having zip to do with the question of 

5 jurisdiction. 

6 Q Have you ever had any discussions with 

7 Dr. Spears or Andrew Tisch about the number of 

8 persons under age who smoke Lorillard products? 

9 A No. 

10 Q Why was the management committee created? 

11 A Because it was deemed to be the next 

12 generation of management for Loews Corporation, so 

13 it was an effective tool or umbrella for the three 

14 of us to discuss corporate issues. 

15 Q Since Andrew has become the chair of the 

16 management committee, I would assume that was all at 

17 the same time or very shortly after he stepped down 

18 as CEO of Lorillard? 

19 A No. 

20 Q Okay. 

21 A It was probably six months or a year 

22 afterwards, I think. 

23 Q Okay. What did he do in the interim? 

24 A He's been at Loews Corporation watching 

25 over — you know, I am not — I'm not clear on 
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timing right now. I'm not specifically clear when 
he came back to Loews Corporation and when the 
management committee was set up. He may have been 
chairman of the management committee while he was 
still at Lorillard. I am — my mind is hazy on the 
timing. 

Q And since he left as CEO, he's been 
interacting contact-wise with — 

A Right, but he's been back at Loews. 

Q Right, but with Spears as the CEO of — 

A I would assume so. Yes. 

Q — of Lorillard? 

MR. WACHTELL: What is the question? 

Q Since he left as CEO of Lorillard he has 
been involved in interacting with Spears and getting 
the information from Spears for reports to the 
board? 

A Yes. 

MR. WACHTELL: He already told you that. 
That has been asked and answered. 

A And he has responsibility as well for 
certain departments within Loews Corporation. Real 
estate. Human resources. Insurance. Some other 
areas within Loews. 
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2 Q From a standpoint of your responsibility 

3 as president of Loews Corporation and the 

4 interaction you had with Andrew Tisch when he was 

5 the CEO of Lorillard, how has that affected your 

6 interaction, how has Andrew Tisch's leaving as CEO 

7 and coming in-house, as it were, affected the amount 

8 of interaction you have with Lorillard? 

9 A It hasn't really affected it that much. 

10 Because when he was CEO I would basically get my 

11 information about Lorillard from him. And even now 

12 I get most of my information about Lorillard from 

13 him. 

14 Q When is the last time you spoke with 

15 Curtis Judge? 

16 A That's a good question. I think I may 

17 have seen him at someone's retirement party about a 

18 year or two ago. 

19 Q How did he appear to you? 

20 A In failing health. 

21 Q How about Bob Ave? 

22 A I guess the last time I saw Bob was just 

23 before he left Lorillard. 

24 Q Do you know what he's doing now? 

25 A No, I don't. 
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Q Do you know where he is? 

A No, I don't. And I've heard that he's in 

New York, but I don't know for sure where he is. 

Q Do you know anyone who is close to him 
that would know where he is? 

A I'm sure there are people at Lorillard 
that would know. 

Q Do you know if he's still connected with 
tobacco? 


A I would assume he isn't. 

Q Why? 

A Because he's not with Lorillard, and I 

haven't heard of him being picked up by any other 
tobacco company. 

Q Are you familiar with the specifics of 
his departure? 


A No. 


Q Have you ever been briefed on the 
mediation that took place in the State of Florida? 
A Yes. 

Q By whom? 

A Arthur Stevens. 

Q Was there anyone else present at that 

briefing? 
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A No. And that briefing was a result of 
reading — I read in the newspaper that the 
mediation had taken place, so I called Arthur to see 
what had happened. 

Q Was that reading in the newspaper the 
first time you had heard that a mediation took 
place? 


A Yes. 

Q So you were advised by no one that a 
mediation was going to take place? 

A That's correct. 

Q Do you know whether or not Arthur Stevens 
had attended the mediation? 

A He told me he did. 

Q Was there any representative of Loews who 

attended? 


A The mediation? 

Q Yes. 

A No, not that I know of. 

Q Did he report to you what took place at 
the mediation? 


MR. LONG: Objection. That's privileged. 
A Can I answer? 

MR. LONG: Herb? 
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J. Tisch 

2 


MR. WACHTELL: I assume the question just 

3 

calls for 

a yes or no, that's the reason I didn't — 

4 


MR. LONG: Subject matter of what they 

5 

discussed. 


6 


MR. WACHTELL: Yes or no whether — 

7 


MR. LONG: He asked them what they 

8 

discussed. 

basically. 

9 


MR. MAHER: No. 

10 


MR. WACHTELL: No, he is not asking what 

11 

they discussed. I interpreted the question that — 

12 

that's the 

reason I didn't object. You can answer 

13 

yes or no. 


14 

A 

The question is did he — 

15 


MR. WACHTELL: Report to you what took 

16 

place at the mediation. You can answer yes or no. 

17 

A 

Yes. He told me — 

18 


MR. WACHTELL: No. 

19 

Q 

Don't — 

20 


MR. WACHTELL: Stop there. 

21 

A 

Okay. 

22 

Q 

Did you give him any advice, instruction. 

23 

direction. 

whatever, as it relates to what he told 

24 

you? 


25 

A 

No. 
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J. Tisch 

Q When Andrew Tisch took over as the 
chair — the CEO of Lorillard were there other 
candidates that were interviewed for the job? 

A I don't believe so. 

Q Had Andrew Tisch prior to that time 
worked for Lorillard in any capacity? 

A Yes. 


Q What capacity? 

A Back in the seventies I think he was a 

brand manager at Lorillard. 

Q For how long? 

A I don't know. You'll have to ask him. 

Q How long did he work for Lorillard? Less 
than five years? 

A Yes, I would think so. I'm not 100 
percent sure, though. 

Q Why did he leave Lorillard? 

A Again, you'll have to ask him. 

Q Are you familiar with Harley-Davidson 
brand of cigarette? 

A Yes, I am. 

Q What's the extent of your familiarity? 

A That it's — I'm not sure if it's off 
price or full price. It's a brand that's being 
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J. Tisch 

marketed here in the U.S. and that we tried to 
market in Japan. We could market it internationally 
because it's a brand that has been developed since 
the sale of our existing brands in the mid to late 
seventies. 

I know we tried marketing it in Japan 
with no success at all. We're still marketing it 
here in the United States, but Harley-Davidson 
started discussions with Lorillard about taking the 
Harley-Davidson name off the brand. And we're 
currently in the process of doing that. 

Q Was there board discussion about that? 

MR. WACHTELL: Which board? 

A More discussion? 

Q The board. 

A Was there board discussion by whom? 

MR. WACHTELL: Mike, you know — 

Q By Loews corporate board, about 

Harley-Davidson. 

A What I told you I got from either Andy or 
discussions with Lorillard management. 

Q I understand that. But what I am asking 
you is one step beyond that. And that is, was this 
particular subject discussed at any time by the 
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J. Tisch 

Loews board? 

A It may have been. I don't recall 
specifically. 

Q To your knowledge, were there any 
lawsuits that arose out of that, of the interaction 
between — 

A There was a threatened lawsuit. I don't 
know if the lawsuit was actually filed or not. 

Q Okay. Between Harley-Davidson and 
Lorillard or Loews Corporation? 

A No. My assumption is Lorillard. 

Q So you don't have any knowledge as to 
whether there was any lawsuit or lawsuits? 

A Specifically filed. No, I don't. 

Q Have you ever had any discussion with 
anyone as to why Harley-Davidson wanted their name 
off of the cigarette? 

A Yes. 

Q Whom? 

A Andrew Tisch and — I think that was it. 

Q What did that discussion reveal? 

A That Harley-Davidson was afraid that 
cigarettes with its name would be appealing to 
youthful smokers. And that they didn't want that to 
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1 J. Tisch 

2 happen. They thought that would be bad for their 

3 name. 

4 Q What was the consensus of opinion about 

5 that from your side? 

6 A That, number one, we certainly were not 

7 marketing to minors. And that Harley-Davidson was 

8 just responding to the increased level of rhetoric 

9 concerning smoking, and decided that even though 

10 they entered into an agreement with us to allow us 

11 to use their name on cigarettes, now they've had 

12 second thoughts about it and they don't want their 

13 name to be used on cigarettes, in light of the 

14 increased scrutiny of tobacco products. 

15 Q Was there any discussion surrounding the 

16 lawsuit issue between you and Andrew Tisch or other 

17 parties of Loews Corporation and Lorillard that the 

18 press that was being generated by the fight between 

19 Lorillard and Loews or Loews and Harley-Davidson was 

20 becoming detrimental? 

21 MR. WACHTELL: I have got to object to 

22 the form of the question. You're indiscriminately 

23 strewing around Loews and Lorillard, and that 

24 question I think is incomprehensible. 

25 MR. MAHER; Let me ask it again. 
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2 MR. WACHTELL: Harley-Davidson is 

3 Lorillard. It's not Loews. 

4 Q I am asking whether or not there was any 

5 discussion between Loews and Lorillard as it relates 

6 to the potential fallout of litigation between 

7 Harley-Davidson and Lorillard or Loews. 

8 MR. WACHTELL: He has told you his 

9 understanding is the threatened litigation was 

10 against Lorillard. 

11 MR. MAHER: I understand that. That's 

12 why I said, or. 

13 MR. WACHTELL: But I don't understand why 

14 you are saying that if he told you the contract — 

15 MR. MAHER: Because there may be a 

16 lawsuit that has Loews involved in it. I don't 

17 know. 

18 MR. WACHTELL: Lots of people sue Loews 

19 without basis. This is a prime example. That's why 

20 we're sitting here. 

21 Mike, I'm just not understanding your 

22 question. Maybe you can clarify. 

23 Q Did you and Andy ever have any 

24 conversations that a lawsuit or lawsuits going back 

25 and forth between Lorillard or Loews and 
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2 Harley-Davidson can be detrimental and compound the 

3 problem? 

4 A Detrimental to whom and compound which 

5 problem? 

6 Q Detrimental to Lorillard, and 

7 consequently to Loews. 

8 A And detrimental to which problem? 

9 Q Basically, I'm asking whether or not you 

10 ever had a conversation that, hey, this is 

11 generating an awful lot of press, we'd probably be 

12 better off deep-sixing this problem? 

13 A I think that Andy was generally of that 

14 opinion, that he didn't want a lawsuit over 

15 Harley-Davidson — between Harley-Davidson and 

16 Lorillard, in large part because the brand was going 

17 nowhere anyway, and therefore a lawsuit wasn't worth 

18 it. 

19 Q Did you ever have any specific 

20 discussions that the press that was being generated 

21 seemed to paint Harley-Davidson in a favorable light 

22 of public opinion that they were getting out of the 

23 cigarette business? 

24 A I don't recall any specific tobacco 

25 products — specific articles in the press about 
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2 this particular tobacco product. 

3 Q Never read any press statements by 

4 Harley-Davidson with relation to the reason that 

5 they didn't want a cigarette with their name on it? 

6 A I don't recall at this point in time if 

7 this whole issue made it into the press. 

8 Q Do you have knowledge of the public 

9 position that Harley-Davidson took as it relates to 


10 

having its 

name on a tobacco product? 

11 

A 

Not a public position. No. 

12 


MR. MAHER: Can we break for a few 

13 

minutes? 


14 


MR. WACHTELL: Sure. You wanted to break 

15 

at 12:30 for lunch, so why don't we take our lunch 

16 

and break. 

It is 12:30. 

17 


THE VIDEOGRAPHER: We are off the video 

18 

record for 

a luncheon recess. Today's date is 

19 

August 5, 

1996, the time is 12:32 p.m. 

20 


(Whereupon, at 12:32 p.m., a luncheon 

21 

recess was 

taken.) 

22 



23 



24 



25 
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1 

2 AFTERNOON SESSION 

3 (Time noted: 1:26 p.m.) 

4 THE VIDEOGRAPHER: We're back on the 

5 video record after a luncheon recess. Today's date 

6 is August 5, 1996. The time is 1:26 p.m. 

7 JAMES TISCH, 

8 having been previously duly sworn, was 

9 examined and testified further as follows:) 

10 EXAMINATION 

11 BY MR. MAHER: (Continued.) 

12 Q As it relates to the Miami project, how 

13 long have negotiations been pending in that project? 

14 A I'd say 12 to 18 months, my guess. 

15 Q As I understand it, there hasn't been a 

16 purchase of the land yet, and it's kind of a deal 

17 that's being put together with the city and 

18 governmental entities down there? 

19 A That's right. I think the city — I 

20 think the city owns the land and is contributing the 

21 land to the project. Then the hotel is going to pay 

22 rent to the city for the land. 

23 Q You had Indicated that when you were down 

24 there, you went down on two occasions, I think, 

25 related to the project? 
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J. Tisch 

A Well, on the first time when I actually 
went by and just saw the land and I was — 

Q Just visiting? 

A — visiting there on another matter. 

Q What was the other matter that you were 
down on? 


A Looking into an investment in a cruise 
ship company. 

Q That was in relation to Loews? 

A Yes. 

Q What was the cruise ship company? 

A Kloster Cruise. 

Q Did that eventually ever — 

A Nothing came of that. 

Q Is anything still pending on that? 

A No. 


Q When was that visit? 

A About 15 months ago. So I guess 
discussions have been going on for more than — for 
about 15 to 18 months. 

Q Do you maintain any residence in Florida? 


A No. 


Q Do any officers or employees of Loews 
Corporation maintain a residence in Florida that you 
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2 know? 

3 A Not that I know of. 

4 Q Where did you stay when you — on that 

5 first visit? 

6 A That's a good question. I stayed in a 

7 hotel next to — right adjacent to Kloster's 

8 headquarters, which I think was in Coral Gables. 

9 Q The two Loews Corporation purposes for 

10 that trip would have been a visit of the site for 

11 the hotel and the potential purchasing of the cruise 

12 ship company? 

13 A Well, no. I went down there specifically 

14 to visit the people at the cruise ship company. And 

15 John Tisch said that as long as I was down there, 

16 that he'd like me to go take a look at the site. 

17 Q And — but the cruise ship company, is 

18 that a Florida company or is it a — 

19 A No, I don't think so. 

20 Q Was Florida their home office, though? 

21 A The home office was in Florida. Yes. I 

22 think it may be a Norwegian company. 

23 Q How far along did that project go, 

24 without giving any secrets or anything? But was it 

25 just one visit and it didn't work out or — 
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J. Tisch 

A We had spoken to them once up in New York 
as well. 

Q Were there ever any offers tendered or — 

A No. 

Q Were there discussions as it relates to 
what the price would be and that kind of thing? 

A No. We were doing due diligence, 
learning about the industry, to decide if, in fact, 
we wanted to submit a bid. But we decided not to 
submit a bid. That we didn't like the fundamentals 
of the business. 

Q Other than those two projects, any other 
Loews business that was transacted on that 
particular trip? 

A No. 

Q Other than those two projects, did you do 
anything else in the State of Florida — and I'm not 
talking about just a social dinner here or there, I 
am talking about staying an extra week for vacation 
or something like that. 

A Wait. Repeat that. 

Q Based — let me just ask it this way. 

Was there any other purpose for the trip other than 
the cruise ship visit and then the side visit you 
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J. Tisch 

made to the hotel? 


A No. 

Q How many nights did you stay in Florida? 
A One. 


Q Did Loews Corporation pay for your 
lodging? 

A No. You asked me how many nights I 


stayed in — 


Q Florida. 

A I said one. 

Q Yes. 

A When? 

MR. LONG: When? 

A When? 

Q Oh, yes. The first trip. I am sorry. 


A One. 

Q Who paid for the lodging? 

A Loews did. 

Q Did they pay for all expenses for that 


trip? 


A Yes, they did. 

Q The other trip that you were involved in, 
what was the main purpose of that trip? 

A The one where I came down and spoke to 
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2 

the bankers? 

3 

Q 

Yes . 

4 

A 

My purpose was to come down and speak to 

5 

the bankers. 

6 

Q 

That was the sole purpose for the trip? 

7 

A 

Yes. 

8 

Q 

You were requested by John Tisch again -■ 

9 

A 

Yes. 

10 

Q 

— to make this appearance? 

11 

A 

Yes. 

12 

Q 

You were appearing as the president of 

13 

Loews Corporation? 

14 

A 

That's correct. 

15 

Q 

How long did you stay on that particular 

16 

trip? 


17 

A 

I think I came down in the morning and I 

18 

left in 

the evening. I didn't stay over that time. 

19 

Q 

Again, all expenses were paid by the 

20 

Loews Corporation? 

21 

A 

Yes. 

22 

Q 

As it relates to the central Florida 

23 

project. 

have you made any trips in regards to that 

24 

A 

In Orlando? 

25 

Q 

Yes . 
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2 A I made one trip. 

3 Q When was that? 

4 A That was about five months ago, six 

5 months ago. 

6 Q How long did you stay? 

7 A Overnight. 

8 MR. WACHTELL: Let me note my objection 

9 based on the fact that would presumably be after the 

10 commencement of the action of this litigation. 

11 Q What was the purpose of the trip? 

12 A The purpose was that our hotel subsidiary 

13 was evaluating whether to submit a proposal to 

14 Universal to build in partnership with them two 

15 hotels on their theme park site. And John Tisch was 

16 interested in my assessment of what I thought of the 

17 transaction. 

18 So he asked me to come down with him. 

19 And we spent the first afternoon and evening looking 

20 at the hotels around the Disney World property. And 

21 then since I had never been to Disney World he 

22 actually insisted that I go look at it. And I did. 

23 And then the next day we met — went to the 

24 Universal site and met with the management of the 

25 Universal Theme Park. 
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2 Q Other than the Universal project, was 

3 there any other Loews business transacted on that 

4 particular visit? 

5 A Not by me. 

6 Q Do you know of any other persons with 

7 Loews Corp. who have visited Florida on these two 

8 projects that we've referred to, the Miami project 

9 and the central Florida project? 

10 A I would assume that Gary Garson has, who 

11 is the assistant general counsel and does legal work 

12 from time to time for the hotel division. 

13 Other than that, I'm not sure who else 

14 has gone down on that, on those issues. 

15 Q Were all the expenses for your trip to 

16 central Florida that we have referred to paid by the 

17 Loews Corporation? 

18 A Yes. The general Loews Corporation paid 

19 for me to go to Disney World. 

20 MR. WACHTELL: What was the second prize? 

21 (Laughter.) 

22 A That was — 

23 Q From the standpoint of — I have been 

24 told that, and it is kind of nebulous — that Loews 

25 is looking at some sort of a land development 
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J. Tisch 

project north of Orlando. 

Is that just — 

A Nobody's told me about it. 

Q Okay. 

A And in light of the fact that it may 

serve your purposes to somehow drag Loews into 
litigation on this Medicaid lawsuit, it would 
probably — you know, things like this drive us away 
from Florida, not towards Florida. 

Q Should I mention that to the governor? 

A I wish you would. 

MR. WACHTELL: I thought it was the 
attorney general who has been misguided enough to 
bring the suit, or is it the governor? 

MR. ROSS: On our case it was the 

governor. 

MR. WACHTELL: Governor? Sorry. 

MR. MAHER: At the mediation meeting the 
governor was there, the attorney general was there, 
the general counsel was there and the inspector 
general was there. 

MR. WACHTELL: I don't want to inject 
myself into Florida affairs, but if the object is to 
enhance the economic development and well-being of 
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2 the State of Florida, the kind of deposition you're 

3 conducting, the kind of allegations that have been 

4 made — I don't mean you personally — is as 

5 detrimental to that purpose as could be conceived. 

6 (Pause.) 

7 Q Are you involved in the preparation of 

8 proxy statements? 

9 A No. 

10 Q Who generally drafts proxy statements? 

11 A Our general counsel and the assistant 

12 general counsel. 

13 Q Who are proxy statements generally 

14 discussed with? 

15 A What do you mean? 

16 Q Generally, who is brought into the loop 

17 as far as discussion of what's in a proxy statement? 

18 A Generally, the general counsel does it 

19 with the assistant general counsel. 

20 Q But that's it? No one else? 

21 A They might mention something to me, but 

22 it's put together in accordance with SEC rules and 

23 regulations, and putting it together is a highly 

24 technical matter. 

25 Q We talked a little bit about stock 
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ownership by members of the board, and I — and 
forgive me, but I forgot the policy about that. 

A There's no policy. 

Q No policy. 

Has there ever been any suggestion or 
resolution as to director stock ownership? 

A Could you repeat that. 

Q Has there ever been any resolution or 
proxy statement concerning mandatory ownership of 
stock by directors? 

A There was never a problem, so how could 

there be a resolution? 


MR. WACHTELL: I object to the form of 
the question. I don't think it makes sense as I 
heard it. 


by 


Q 


A 

Q 

A 

someone 

Q 

A 

Q 


There has never been such a resolution? 
MR. WACHTELL: Resolution of what? 
Resolution of what? 

That a board member has to own stock. 
No. It was once mentioned at a meeting 
who claimed to be a shareholder. 

Do you know who that person was? 

No, I don't. 

Was there any discussion, board 
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2 discussion, as to that resolution? 

3 A It wasn't a resolution. It was a comment 

4 by a shareholder at an annual meeting, questioning 

5 why Dr. Scott doesn't own any stock in Loews 

6 Corporation. And Dr. Scott stood up and said to the 

7 people that were in attendance that she thinks that 

8 because she doesn't own any stock she can have an 

9 impartial view as to the activities of Loews 

10 Corporation, and that she was very satisfied to be a 

11 director without owning stock, and thought that it 

12 was important to have a director who doesn't own 

13 stock sit on the board. 

14 And afterwards, at the board meeting 

15 following that particular annual meeting there was 

16 general commentary by the members of the board that 

17 she did a very good job responding to the question. 

18 Q Has Dr. Scott ever made any statements to 

19 the board concerning her feelings about smoking and 

20 diseases related to smoking? 

21 MR. WACHTELL: Wait a minute. Can you 

22 enlighten me what that has to do with jurisdiction 

23 over Loews in Florida? Because if you can I will 

24 let him answer. Otherwise — because I can't see — 

25 MR. MAHER; Our position would be that it 
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2 would lead to admissible testimony with reference to 

3 the position of the Loews Corporation board as it 

4 relates to smoking and disease and any influence 

5 they may exercise over Lorillard with relation 

6 thereto. 

7 MR. WACHTELL: Well — 

8 MR. MAHER; And if, in fact, Loews 

9 Corporation's board members are talking about 

10 smoking and related diseases, it would be highly 

11 relevant to the determination of jurisdiction in the 

12 connexity between the two companies. 

13 MR. LONG: You must not forget he already 

14 told you that there was no policy of the board on 

15 these issues, and your question assumes there is, I 

16 think. 

17 MR. MAHER; I am getting a bit more 

18 specific. 

19 MR. WACHTELL: Mike, I don't buy your 

20 explanation, because I think the germane questions 

21 would be whether, in fact, Loews intrudes itself 

22 into the business of Lorillard and not whether there 

23 is some abstract discussion of some issue by a board 

24 member. Nonetheless, I'll let him answer. 

25 THE WITNESS: Could I hear the question 
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again, please. 

MR. MAHER; Read it back, please. 

(Question read.) 

A Not that I recall. 

Q Has Dr. Scott ever made any statements 
concerning the targeting of youth by the tobacco 
industry? 

A The targeting of — 

MR. WACHTELL: Wait a minute. You have 
asked the witness whether Lorillard had a policy on 
that, and he told you that Lorillard's policy was 
very decidedly not to market to youth, or to 
underage smokers or whatever the proper definition 
would be. 

You now ask him a question which has as a 
premise something which is 180 degrees opposite of 
what he has testified to. 

How can you do that? If he answers your 
question is he accepting your premise, which is 
contrary to his testimony? 

MR. MAHER: I am asking a specific 

question. 

MR. WACHTELL: I know, but the question 
had built into it is the tobacco industry, which 
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2 obviously includes Lorillard, targeting its product 

3 to youth. He has told you they haven't done that, 

4 to his knowledge. 

5 MR. MAHER; I am asking has Dr. Scott 

6 ever discussed targeting of youth by the tobacco 

7 industry. 

8 MR. WACHTELL: That presumes that the 

9 tobacco industry targets youth. 


10 


MR. MAHER: It doesn't. 

11 


MR. WACHTELL: It sounds to me like it 

12 

does. 


13 


MR. MAHER; The point is whether she has 

14 

had any 

discussions. 

15 


MR. WACHTELL: Do you want to say whether 

16 

or not? 

If you put in whether or not, I will let 

17 

him answer. 

18 


MR. MAHER: Okay. 

19 


MR. WACHTELL: With that amendment. 

20 

whether 

or not the tobacco industry targets youth. 

21 

A 

Is the question has Dr. Scott ever spoken 

22 

about that? 

23 

Q 

Correct. 

24 

A 

To the best of my knowledge, I don't 

25 

recall . 

anything. 
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2 Q Has any other board member? 

3 A Not that I recall. 

4 Q Has there ever been any shareholder 

5 statements or requests concerning the targeting of 

6 youth by the tobacco industry? 

7 MR. WACHTELL: Same objection. I wili 

8 let him answer if he can, without accepting your 

9 premise. 

10 A I think so. 

11 Q What? 

12 A There have been submissions included in 

13 our proxy statements concerning youth and smoking. 

14 Q Did the board of directors discuss that? 

15 A Not specifically. It, along with several 

16 other motions that were submitted for inclusion in 

17 our annual meeting, was included in our proxy 

18 statement, as required by the SEC, and they were 

19 there for the board to see, but there was no 

20 specific discussion of it. 

21 Q Was there ever any discussion of the 

22 language, "Whereas tobacco is a 'gateway drug' for 

23 teenagers; an estimated 62 percent of all smokers 

24 began using tobacco by the age of 15; 3,000 minors 

25 begin smoking daily; nearly 1,000 of them will 
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2 eventually die as a result. Currently, more than 

3 4 million children and adolescents smoke cigarettes, 

4 and 1 million adolescent boys currently use smokers 

5 tobacco. Smoking by young people is rising 

6 sharply. Between 1991 and 1994, the percentage of 

7 eighth graders who smoked increased 30 percent, and 

8 the percentage of tenth graders smoking increased 22 

9 percent?" 


10 


Has 

there ever 

been any discussion by the 

11 

board of 

that 

language? 



12 

A 

Not 

that I recall. 


13 

Q 

Did 

, in fact. 

the board of directors 

14 

vote — recommend a vote 

against that proposal? 

15 

A 

If 

that was a 

— if that was one 

of the 

16 

proposals 

that 

was in the 

proxy statement, then yes. 

17 

it did. 





18 

Q 

That was without discussion? 


19 


MR. 

WACHTELL: 

He didn't say what 

the 

20 

proposal 

was. 

What was the proposal? 


21 


MR. 

MAHER; I 

just read it. 


22 


MR. 

WACHTELL: 

No. You read part 

of it. 

23 

You read 

a "whereas." You haven't said what 

the 

24 

proposal 

was. 




25 


MR. 

MAHER; Shareholder proposal 

relating 
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to smoking by youth, proposal number 8. 

MR. WACHTELL: Yes, but what did it 

propose? 

Q "The Congregation of the Sisters of 
Charity of the Incarnate Word, 6510 Lawndale, 
Houston, Texas 77223-0969, owner of 200 shares of 
common stock, and the Maryknoll Fathers and 
Brothers, P.O. Box 306, Maryknoll, New York 
10545-0306, owner of 1,600 shares of common stock, 
have notified the company in writing that they 
intend to present the following resolution at the 
annual meeting for action by shareholders:" 

MR. WACHTELL: Yes, but all you have read 
is the preamble, the "whereas" clause of the 
resolution. You haven't read to the witness or put 
before him what it was that they were asking the 
shareholders to say. Nor have you put before him 
what the corporation's response was in recommending 
against it. 

MR. MAHER: Well — 

MR. WACHTELL: I am not being obscure 
here. One reason for recommending against something 
is to say, we don't need it because we're already 
doing it, by way of example. And you're just asking 
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2 very incomplete questions. 

3 You have read one paragraph. You haven't 

4 read the proposal. You haven't read the reason for 

5 a recommendation against it. And you're trying to 

6 leave a lingering impression on this record that 

7 they voted against a proposal against youth smoking, 

8 which is highly unfair. And that they did it 

9 without discussion. And they did it, "without 

10 discussion." 

11 MR. MAHER; My only — that's the point. 

12 MR. WACHTELL: But what is the point? 

13 You can't do it unless you say what the proposal 

14 was, and why it was recommend against, which you're 

15 assiduously not putting in front of the witness. 

16 Q Why was it — 

17 A Presented to the board in a draft proxy 

18 statement is the management response recommendation 

19 of the proxy committee and the management response 

20 to the proposal that's been put forward. And it was 

21 there for all directors to see. 

22 Q But it was never discussed by the board? 

23 MR. WACHTELL: What is it? Mike, if 

24 you're going to ask him question — 

25 MR. MAHER; The proposed — 
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2 MR. WACHTELL: If you're going to ask him 

3 questions about a proposal — 

4 Q The proposed statement, proposal number 

5 8, okay? 

6 MR. WACHTELL: If you're going to ask him 

7 a question about proposal number 8, and the 

8 response — 

9 MR. MAHER: Let me just ask it this way: 

10 Q Are you familiar — 

11 MR. WACHTELL: Why don't you put proposal 

12 8 in front of him. 

13 Q Are you familiar with it? 

14 A I don't know specifically what the 

15 proposal was. 

16 MR. MAHER: I am handing the witness 

17 three pages. 

18 (Witness reviewing.) 

19 MR. WACHTELL: Well, the three pages that 

20 you have handed him cuts off in the middle of the 

21 reasons for the recommendation against the 

22 proposal. 

23 (Witness reviewing.) 

24 A Okay. 

25 MR. WACHTELL: Can you give him a 
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2 

complete 

document, Mike? 

3 


MR. MAHER; That's all I've got. At thi 

4 

point in 

time I'm trying to figure it out, to be 

5 

honest with you. 

6 


MR. WACHTELL: Well, if you look at it. 

7 

what you 

have, you see the reason for the board of 

8 

directors 

' recommendation against the proposal 

9 

breaks in 

the middle of the third page that you 

10 

handed him. 

11 


(Pause.) 

12 


(Document handed to the witness.) 

13 

A 

May I see the other page, 42? 

14 

Q 

Just 42 or all three? 

15 

A 

All three. 

16 


(Document handed to the witness.) 

17 


MR. MAHER; I apologize. These were out 

18 

of order. 


19 


MR. WACHTELL; I think after he looks at 

20 

it you may want to mark the four pages now as an 

21 

exhibit. 


22 


MR. MAHER; Sure. 

23 


(Witness reviewing.) 

24 

A 

What's the question? 

25 

Q 

Are you familiar with that resolution? 
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2 A Yes. 

3 Q Okay. Was this resolution discussed by 

4 the board at any time? 

5 A Not specifically, no. 

6 Q What do you mean, not specifically? 

7 A In — if you look at that, that's 

8 proposal number 8 . 

9 Q Correct. 

10 A In going through — when the board went 

11 through and approved the proxy statement, we did not 

12 go through proposal by proposal and discuss them — 

13 discuss each proposal individually and then approve 

14 the entire document. 

15 Rather, each director was given a draft 

16 of the proxy statement and when the issue came up 

17 for approval nobody — no director said that they 

18 wanted to discuss any one of these proposals that 

19 was in our proxy statement. 

20 So it was assumed, I would say, that 

21 everybody was in agreement with the management 

22 response. 

23 Q Did you have specific discussion with 

24 Barry Hirsch about the language of this proposal? 

25 A No. The language of the proposal is what 
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was submitted by the Sisters and whoever else 
submitted the proposal. 

Q Did you ever have any discussion with 
Barry Hirsch about this proposal? 

A Not that I recall. No. 

Q Did you ever have any discussion with 
Andrew Tisch about this proposal? 

A No. 

Q Did you ever have a discussion with 
anyone about this proposal? 

A Not that I recall. 

Q Generally, who had the most to do with 
this type of resolution, reviewing it, and making 
recommendations for disposition? 

A Barry Hirsch. 

MR. MAHER; Mark that. Number 1, I 

believe. 

(Marked for identification.) 

Q Does Barry Hirsch act in any other 
capacity than as general counsel for Loews 
Corporation? 

A Within Loews Corporation? No. 

Q Do you recall whether or not there were 
other resolutions of similar import submitted by the 
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Sisters of Charity of the Incarnate Word? 

A In 1995, or for the 1995 proxy? 

Q Yes. 

A Not that I know of, no. 

Q Do you recall whether or not there were 

any proxy statements in 1995 which resolution 
suggested commenting on the irony of CNA rewarding 
insureds that don't smoke and another subsidiary 
selling cigarettes? 

MR. LONG: Object to the form. 

MR. WACHTELL: Object to the form. Could 
I have the question back. I heard enough of it to 
know that it was objectionable, but I didn't really 
hear it. 

(Question read.) 

MR. WACHTELL: I object to the form, but 
you certainly may answer. 

A I don't recall. 

MR. MAHER: Can we have just a minute? 

MR. WACHTELL: Sure. 

(Pause.) 

THE VIDEOGRAPHER: We are going off the 
video record. The time is 2:00 p.m. 

(Off the record.) 
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2 THE VIDEOGRAPHER: We're back on the 

3 video record. The time 2:02 p.m. 

4 BY MR. MAHER: 

5 Q As it relates to 1996 — excuse me — 

6 1995, again, are you familiar with a — we talked 

7 about the provision as it relates to the insurance 

8 company. Are you familiar with a proposal relating 

9 to a separation of the tobacco business? 

10 MR. WACHTELL: I don't understand. I am 

11 having a problem just with the form of your 

12 question. 

13 Q Separation of the tobacco business from 

14 the rest of Loews Corporation. 

15 A I don't recall the proposal specifically, 

16 but it may have been in the proxy statement. 

17 Q And so I understand the process. What 

18 happens with these is Barry Hirsch takes them, 

19 reviews them, makes recommendations. Then they go 

20 to the board. The board acts on the 

21 recommendations, in this case, and then the 

22 recommendation is made — then there is a published 

23 board recommendation to the shareholders to vote on? 

24 A There is a draft that is submitted to the 

25 board first and then the board votes to approve that 
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2 draft. 

3 Q And then it goes on to the shareholders 

4 to be voted on by the shareholders at the annual 

5 meeting? 


6 

A 

That's correct. 


7 

Q 

I am handing you pages 81 through 84, 

and 

8 

I am going 

to ask you to review those and see if 

you 

9 

recall them. Just the top of 84, the first 


10 

paragraph. 



11 


(Witness reviewing.) 


12 


MR. BURTON: Mike, that's pages 81 to 

84 

13 

of what? 



14 


MR. WACHTELL: Sorry. 84 of what? 


15 


MR. MAHER: The proxy report. 1995 proxy 

16 

report. 



17 

A 

No, this is not from the proxy report. 


18 

Q 

What is it then? 


19 

A 

1 don't know where you get this from. 

but 

20 

it is from 

— it is from SEC Online. 


21 


MR. WACHTELL: Is this from the 1995 


22 

proxy? I mean, there is some indication — Exhibit 

23 

1 was '96. 



24 


MR. MAHER: The other one was '96? Does 

25 

that not say '95 on it? 
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2 


MR. WACHTELL: It does. 



3 


MR. MAHER: It does. 



4 


MR. LONG: It says "1996 Proxy 

Report." 

5 

A 

So this is a year prior. 



6 

Q 

To correct the record. Exhibit 

1 

we are 

7 

talking 

about 1996? 



8 


MR. WACHTELL: Well, that's what 

it says 

9 

Q 

Correct? 



10 


MR. LONG: That's what it says. 

H 

1996 

11 

Proxy Report." 



12 


MR. MAHER: But in the questions 

we 

13 

talked about 1995, I think. 



14 

Q 

Didn't we, Jim? 



15 

A 

I think so. 



16 


(Witness reviewing.) 



17 

Q 

Do you recall that resolution? 



18 

A 

Now I do. 



19 


MR. WACHTELL: You are talking 

about 

20 

proposal 

number 5? 



21 


MR. MAHER: Proposal number 5. 



22 


MR. BURTON: I am sorry, Mike. 

What is 

23 

this from? '9 — 



24 


MR. MAHER: This is proxy — 1995 

proxy 

25 

report. 
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2 MR. WACHTELL: That is the proxy 

3 statement. I know your printout calls it a proxy 

4 report. I think proxy statement is the accurate 

5 description. 

6 MR. MAHER: I will stand corrected. I 

7 will accept your reference. 

8 Q Okay. Could I have that? Thanks. 

9 Was this text ever discussed by the 

10 board, to your recollection? 

11 A Not that I recall? 

12 MR. WACHTELL: You are talking about 

13 proposal number 5? 

14 MR. MAHER: Proposal number 5, Exhibit 

15 Number 2, pages 81 through 84, just the top 

16 paragraph of — the top portion of a paragraph on 

17 page 85. 

18 MR. WACHTELL: I think if that is all the 

19 pages you just — you took the exhibit back — 

20 MR. MAHER: Yes. 

21 MR. WACHTELL: May I see it. 

22 MR. MAHER: Sure (handing). 

23 MR. WACHTELL: The problem is you're 

24 going over to page 85, you have now gotten into a 

25 new proposal, you're going into proposal number 6. 
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2 MR. MAHER: That's why I say it is only 

3 the single paragraph at the top, of partial — 


4 


MR. 

WACHTELL: 

Of 84. 

You said 

5 


MR. 

MAHER: Of 

CO 


6 


MR. 

WACHTELL: 

CO 


7 


MR. 

MAHER: 84. 

Thank 

you. 

8 


MR. 

WACHTELL: 

You're 

welcome. 

9 

Q 

The 

— 




10 A Being in the tobacco industry, or Loews 

11 owning a tobacco subsidiary, as you can see we 

12 regularly get proposals like this every year. It is 

13 not out of the ordinary, a proposal of this manner. 

14 Q As it relates to this particular 

15 proposal, the recommendation of the board was? 

16 That's the question. 

17 MR. WACHTELL: Right on the exhibit, you 

18 just — 

19 Q What was the recommendation of the board 

20 as it relates to proposal number 5, 1995 proxy 

21 report? 

22 A It's written right there. 

23 Q What does it say? 

24 A Well, if you give it to me I'll read it. 

25 Q Okay (handing). 
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2 A "The board of directors recommends a vote 

3 against proposal number 5. "This proposal is 

4 similar to proposals introduced at the last two 

5 shareholders' meetings which were overwhelmingly 

6 defeated by the shareholders. The board of 

7 directors continues to believe that the adoption of 

8 this proposal would not be in the interest of the 

9 company or its shareholders. The information the 

10 requested report seeks, assuming such information 

11 would be available, relates to the ordinary business 

12 operations of the company, including those of its 84 

13 percent owned subsidiary, CNA. In the opinion of 

14 the board of directors, it is not an appropriate 

15 subject for shareholder action or, more importantly, 

16 a public report. Accordingly, the board of 

17 directors recommends a vote against this proposal." 

18 Q Okay. And you indicated that the 

19 proposals have been made at two previous board 

20 meetings? 

21 A That's what it says there. 

22 Q Do you recall any discussion by the board 

23 as it relates to the proposals on those two previous 

24 occasions? 

25 A No, I don't. 
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Q Would it be your best recollection that 
there was no such discussion? 

A Yes. 

Q Was it the recommendation of Barry Hirsch 
that these resolutions be recommended against? 

A Recommendation of management. 

Q Of Loews Corporation? 

A That's correct. I'm not sure if 

technically there's a proxy committee that's 
involved in those recommendations. 

Q Was there any discussion with CEO or 
other officers of Lorillard concerning these 
proposals and recommendations on these proposals? 

A Not by me. There may have been 

discussions with Barry Hirsch and management at 
Lorillard. 


Q Was this recommendation considered by the 
newly found committee — what is it, committee of 
management? 

A Management committee? 

Q Management committee for 1996? 

A No. 


Q No? Never discussed? 


A No. 
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2 MR. WACHTELL: Wait. You just put in as 

3 the witness answering "for 1996." 

4 MR. MAHER: Correct. 

5 MR. WACHTELL: Which proposal? We were 

6 looking at 19 — 

7 MR. MAHER: All of the proposals that we 

8 have referred to in Exhibits 1 and 2. 

9 MR. WACHTELL: Exhibit 2 are proposals 

10 for the 1995 annual meeting, as I recall. 

11 MR. MAHER: You're correct. 1995 and '96 

12 as — 

13 MR. WACHTELL: At the time of the 1995 

14 annual meeting, based on the witness's testimony, 

15 I'm not sure that the management committee that he 

16 referred — well — I will withdraw that. Forget 

17 that. I will withdraw that. 

18 Q At the time of the 1995 meeting was the 

19 management committee in place? 

20 MR. WACHTELL: Could I help you with 

21 that, Mike? 

22 MR. MAHER: Yes. 

23 MR. WACHTELL: It is indicated as being 

24 in place in the 1994 annual report, so I would 

25 assume it was in place by the time of the 1995 
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2 annual meeting. 

3 MR. MAHER; Okay. I'll accept that. 

4 Thank you. 

5 Q Were any of the provisions referred to in 

6 the Exhibits 1 and 2 considered by the management 

7 committee? 


8 

A 

No, they weren't. 


9 

Q 

Were they ever discussed by the 


10 

management 

committee? 


11 

A 

No, they weren't. 


12 


MR. WACHTELL: Mike, apparently 

-SO 

13 

you're not 

under the misapprehension, apparently it 

14 

is a management committee of the board. 


15 


MR. MAHER; Okay. 


16 


You can mark that as Plaintiffs' 

Exhibit 

17 

2 . 



18 


(Marked for identification.) 


19 

Q 

Was there ever any discussion as 

to the 

20 

truth or falsity of the statements made as 

a basis 

21 

for these 

resolutions in Exhibits 1 and 2? 


22 


MR. WACHTELL; Discussion where? 


23 


MR. MAHER; Discussions, period. 


24 

Q 

Prior to the recommendation, or 


25 

recommendations. 
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A Truth or falsity of what? 

Q Of the facts stated in the resolutions. 

MR. WACHTELL: I object to the — 

Q Of the alleged facts stated in the 
resolutions. 

MR. WACHTELL: I object to the form. 

A I don't recall any discussions. 

(Pause.) 

Q Did the board of Loews Corporation ever 
receive any reports concerning the warnings on 
cigarette packs? 

A Not that I'm aware of. 

Q So to your knowledge, there was never any 
discussion by the board of the type and text of the 
warnings on cigarette packs? 

A That's correct. Those are mandated by 

law. 

Q Did you ever have any discussions with 
anyone with reference to affirmative programs to 
prevent smoking for underage persons? 

A What do you mean by "affirmative 
programs"? 

Q Any programs that dealt with the 
reduction of underage smoking. 
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A I spoke about it with Andy Tisch. 

Q When was that? 

A It was a few months ago when Philip 

Morris ran an ad in several newspapers, including 

the Wall Street Journal, about what they were doing 
for underage smoking. 

Q What did that conversation include? 

MR. LONG: You said include or conclude? 

MR. MAHER: Include. 

A We talked about — do you want to hear 
the response? 

Q I'm listening. 

A We talked — 

Q My wife does that, too. She thinks I 
can't do two things at one time. She's usually 
right. Thank you. 

A We talked about the Philip Morris program 

that was included in the ad. And once again, he 
mentioned — he said to me that politicians just 
don't understand that the — that the industry in 
general and Lorillard in particular does not market 
to underage people. 

Q In your 1995 — 1994 annual report, it is 
in the letter portion, and it is a little bit 


http://legacy.library.ucsf.edu/tiel/rnHp@7a00/pdfidustrydocuments.ucsf.edu/docs/nhgl0001 



132 


1 J. Tisch 

2 different than it was the following year. As I say, 

3 it is more difficult for me to understand. But in 

4 the — on the first page of Lorillard it says, 

5 "Lorillard continues to support and strictly adhere 

6 to a voluntary, multifaceted, industry program to 

7 discourage smoking by people under the legal age and 

8 to address concerns about cigarette advertising and 

9 promotion. The program initiatives are aimed at, 

10 among other things, curbing the availability of 

11 cigarettes to children. Lorillard supports 

12 legislation setting a minimum age of 18 for the 

13 purchase of cigarettes and requiring supervision of 

14 cigarette vending machines in places frequented by 

15 minors. 

16 "Lorillard also supports guidelines 

17 limiting the distribution of product samples and 

18 restricting cigarette billboard advertising near 

19 schools and playgrounds. Lorillard subscribes to 

20 guidelines prohibiting advertising in publications 

21 directed primarily at young people; forbidding use 

22 of sports figures and celebrities in advertisements; 

23 requiring models to be, and appear to be, at least 

24 25 years old, and not presenting smoking as an 

25 activity essential to social prominence, success or 
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attractiveness." 

Do you recall that language? 

A Now I do. 

Q And is that a position from your dealings 
with Lorillard that correctly stated the position — 
A I think that says that that's Lorillard's 
position. And I would concur with it. 

Q Okay. So you would agree that from a 
policy standpoint it's a policy that Lorillard and 
the Loews Corporation subscribe to? 

A It says there that — 

MR. WACHTELL: It is a policy of 
Lorillard. That's what it says there. 

Q Is it or is it not a policy of the 
Loews — 

MR. WACHTELL: You're assuming that Loews 
has a policy on the subject. 

MR. MAHER: No. 

Q I am just asking you. 

MR. WACHTELL: No. 

Q Is it a policy — 

MR. MAHER: He can say there is no 

policy. 

MR. LONG: He said that earlier today. 
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MR. WACHTELL: He told you Lorillard runs 
the Lorillard business. 

Q Do you-all agree with this language that 
I just read to you? 

MR. WACHTELL: Agree with it that that's 


the policy of Lorillard? 

Q Do you agree with the language? 

MR. WACHTELL: What does that mean? 

Q Does Loews Corporation agree with this 
language? 

A I'll tell you that I agree with the 
language. 


Q As the president of Loews Corporation? 

A Uh-huh. 

Q Do you agree that that is a stated policy 
as found in the 1994 annual report? 

A It is a stated policy — 

MR. WACHTELL: Lorillard. 

A — of Lorillard. 

Q Is this Lorillard's report or Loews's? 

A No. But if you read the whole sentence 
you see that it says "Lorillard believes," I think. 

Q It says "Lorillard continues to support 

and strictly adhere." 
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A Okay. 

Q "Lorillard supports legislation." 
A Okay. It says that's a policy of 
Lorillard. 


Q Is that a policy that you discussed with 
Andrew Tisch? 


A No. 


Q Never discussed it? I think you talked 
about the 25 figure a little bit before but — 

A We didn't discuss the — that's their 
policy. If you're asking me, did they ask my 
opinion on their policy, the answer is no. 

Q Was Barry Hirsch consulted about the 
inclusion of that language in the 1994 report? 

A I don't know. 

Q Would he have reviewed it? 

A Yes. 

Q Would he have had to approve it by that 
review? 

A Yes. 

Q So he could have suggested that it be 
removed? 


A Yes. 

Q What is the current — all of the current 
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A 

think, of 
Q 


J. Tisch 

that Mr. Garson has? 

He's the assistant general counsel, I 
Loews Corporation. 

Of Loews Corporation. 

Does he have any position with Lorillard? 


A No. 


Q Has he ever? 

A Not that I know of. 

Q Do you know what his background is? 

A He's been with Loews, say, for about 15 
years. And prior thereto he was with a law firm. 
I'm not exactly sure which one. You'll get to ask 
him tomorrow. 

Q Are all of the Lorillard brands sold 
outside the U.S., or there are some that aren't 
sold — 


MR. WACHTELL; He told you this. 

Q — outside the U.S.? 

MR. MAHER: No. He told me about the 
agreement that B.A.T.'s doing it. But I am just — 
MR. WACHTELL: He told you that they sold 
all their international brands to British American 
Tobacco back in the 1970s. 

MR. MAHER: I understand that. That is 
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2 not my question. Let me clarify it. 

3 Q All I am asking you, to your knowledge, 

4 are all the brands that are sold in the U.S. sold 

5 internationally? I understand there is a different 

6 entity selling them internationally. 

7 A Probably not. I know that Kent and 

8 Newport are sold internationally. I'm not sure if 

9 Old Gold is sold internationally. And I'm not sure 

10 if True is sold internationally. 

11 (Pause.) 

12 Q I am going to hand you a document that 

13 deals with Harley-Davidson. Pages 47 and 48, 1996 

14 proxy report. And ask you to review that. 

15 (Witness reviewing.) 

16 A Okay. 

17 Q Okay. Does that refresh your 

18 recollection as to a proposal that was presented in 

19 a 1996 proxy report? 

20 A It does. You're going to ask me more 

21 questions about it? 

22 Q Yes. But I will hand it back to you, if 

23 you want me to. 

24 Was this particular proposal presented to 

25 the board? 
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A Not orally. 

Q It was presented in writing? 

A Yes. 

Q Was there any discussion of this 
particular proposal by the board? 

A No, there wasn't. 

Q Would you tell me, please, the 

disposition of that. 

A The recommendation? 

Q Yes. 

A "The board of directors recommends a vote 
against proposal number 10." 

Q Was there any specific discussion of 

the — let me say this. Have you ever had any 
discussion that you can recall about the phasing out 
of the Harley-Davidson name by 2001? 

A Yes. 


Q 

A 

Q 

A 

Q 

A 

who is the 


With whom? 

With Andrew Tisch. 

And when was that? 

I don't recall when specifically. 

What was the nature of your discussion? 
And actually, also with Marty Olowsky, 
president of Lorillard. 
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It was discussions, talking about the 
phasing — the problems that we were having with 
Harley-Davidson and the settlement of those problems 
by phasing out the name Harley-Davidson, which is 
underway right now. 

Q Was this recommendation made as far as 
this resolution by Barry Hirsch? 

A I would assume so. Yes. 

MR. WACHTELL: In the first instance? 

MR. MAHER; The first instance? 

MR. WACHTELL: Is that your question? 

MR. MAHER; No. I am sorry. 

MR. WACHTELL: He told you that what 
happens is Hirsch makes a recommendation, it then 
goes, he thought, either formally or informally, 
which may or may not be called a proxy committee, it 
then goes to the board, it then goes to the 
shareholders. 

MR. MAHER: Okay. 

A Yes. 

Q Would you adopt all of those — 

MR. WACHTELL: Not adopt it. He 
testified to those. That was his testimony. 

MR. MAHER; I appreciate it. 
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2 Q As it relates to the supporting statement 

3 do you know who developed that language? 

4 A This is — must be from the individual 

5 that submitted this proposal. 

6 Q Looking, again, at this — "The board 

7 recommends a vote against proposal number 10." 

8 A That is not a proposal. Supporting 

9 statement. 

10 Q I understand. The support statement is 

11 up here. But beginning right here, "Lorillard does 

12 not permit the cigarette brands it owns," do you 

13 have any knowledge as to who developed that 

14 language? 

15 A I would assume this is Barry Hirsch, 

16 possibly in consultation with Arthur Stevens. 

17 Q Would you read that language into the 

18 record, please. 

19 A "Lorillard does not permit the cigarette 

20 brands it owns to be used on toys. Lorillard does 

21 not, however, own the Harley-Davidson brand name. 

22 As a licensee, Lorillard cannot legally control 

23 Harley-Davidson's use of its brand name. 

24 "It should be recognized, however, that 

25 cigarettes with the Harley-Davidson brand are only 
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2 distributed in limited markets and make up a small 

3 portion of Lorillard's business. 

4 "Moreover, as noted by the proponent, 

5 all such use will be discontinued by the year 2001. 

6 To accelerate this agreed upon termination at this 

7 date could be disruptive to Lorillard. Accordingly, 

8 the board of directors recommends a vote against 

9 this proposal." 

10 Q Thank you. 

11 MR. MAHER; I would like this to be 

12 marked as Exhibit Number 3. 

13 (Marked for identification.) 

14 MR. MAHER: That's all I have at this 

15 time. 

16 MR. WACHTELL: I have a couple of 

17 questions. 

18 MR. MAHER: Herb, if I may, so I don't 

19 want to interrupt you, but in Florida, even on cross 

20 of a friendly witness, as it were, we have to 

21 preserve leading form objections. I would like it 

22 for you, if you would just agree with me that I 

23 don't have to interrupt you and I am not waiving 

24 form objections by doing that. 

25 MR. WACHTELL: No. If you have got an 
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2 objection to form, I want to hear it. Because if my 

3 question is bad, I might want to correct it. 

4 MR. MAHER; Okay. 

5 MR. WACHTELL: Thanks. 

6 EXAMINATION 

7 BY MR. WACHTELL: 

8 Q Mr. Tisch, could you tell us what your 

9 educational background is. 

10 A I went to Cornell University and 

11 graduated in 1975 phi beta kappa. And then went on 

12 to get a graduate degree in business from Wharton 

13 where I graduated with distinction. 

14 Q And what is that graduate degree? 

15 A An MBA. 

16 MR. WACHTELL: Is it leading if I say 

17 master of business administration, Mike? 

18 MR. MAHER: I will let you do that. 

19 A Like I was saying, I have a master's of 

20 business administration. 

21 Q You testified in response to one of 

22 Mr. Maher's questions that you did not believe that 

23 nicotine was addictive. 

24 What did you mean by that? 

25 A What I meant is that under what I 
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2 consider to be the classical definition of 

3 addiction, nicotine does not fit into that 

4 definition. 

5 Q You testified as to a meeting with 

6 certain bankers with respect to potential financing 

7 for the hotel being contemplated by the hotel 

8 subsidiary, I think you said in Miami Beach. 

9 Can you tell us when that meeting was? 

10 A That meeting, I think, was within the 

11 past year to nine months. 

12 Q Mr. Maher asked you a number of 

13 questions, and I don't have a transcript in front of 

14 me so I can't be precise, but the general tenor of 

15 which was, did the Loews board have the power to do 

16 thus and so with respect to the business of one of 

17 the subsidiaries or the like. 

18 What is the power of Loews's management 

19 or the Loews board over the businesses and policies 

20 of the various subsidiary corporations? 

21 A Well, the power we have is, I guess you 

22 best describe it as indirect. That if we find, we 

23 being the management of Loews, find the subsidiaries 

24 doing something that we think is inappropriate to do 

25 or should be done differently, we have the power to 
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2 go to the board of that subsidiary and ask the board 

3 to change what's going on. And if the board doesn't 

4 change what's going on, then in a theoretical sense 

5 we have the power to vote in a new board that will 


6 

implement 

actions or policies that we would like 

7 

them to. 


8 

Q 

Is that the same power that is enjoyed by 

9 

any shareholder, group of shareholders who have 

10 

voting control over any corporation? 

11 

A 

I think so, for sure. 

12 

Q 

Has — 

13 


MR. MAHER; Object to the form of that 

14 

question. 


15 


MR. WACHTELL: You are supposed to object 

16 

before he 

answers, but that's okay, your 

17 

objection 

— I don't — 

18 


MR. MAHER: Thank you. 

19 


MR. WACHTELL: — I don't think it is 

20 

waived. 


21 

Q 

Has Loews ever had occasion to exercise 

22 

that power 

with respect to any of its subsidiaries? 

23 

A 

Never. 

24 

Q 

Does Loews direct the day-to-day business 

25 

of Lorillard's tobacco? 
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A In no way. 

MR. MAHER; Object to the form. 

Q Does Loews direct the day-to-day business 

of any of its subsidiaries? 

MR. MAHER: Object to form. 

A No, we don't. We don't have nearly 
enough people or time in the day to do something 
like that. 

Q Mr. Maher has showed you an annual report 
by Loews that has sections with respect to each of 
the subsidiaries. 

MR. WACHTELL: Can we put this in front 

of you? 

MR. MAHER; Sure. 

MR. WACHTELL: I think it was marked on 
Friday as Exhibit — 1? 

MR. MAHER: Yes (handing). 

MR. WACHTELL: Thank you. 

MR. MAHER: It is the first document. 

Q This annual report is a statement by 
Loews; is that correct? 

A It is an annual report of Loews. Yes. 

Q And the co-chair letter up front which 
has the different sections that Mr. Maher has been 
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2 showing you with respect to each of the subsidiary 

3 companies. 

4 A Yes. 

5 Q Can you describe — take the first one 

6 which has to do with Lorillard — can you 

7 describe — 

8 A It starts here with — 

9 Q It starts, "To our shareholders and 

10 employees"; is that correct? 

11 A That's correct. 

12 Q I am sorry. The first one is actually 

13 CNA Financial and then it talks about particular 

14 subsidiaries. 

15 A Right. 

16 Q What are these different sections with 

17 the headings for CNA Financial, then Lorillard, then 

18 Loews Hotels, then Bulova, et cetera? 

19 A To use a sporting term, these sections 

20 are intended to provide investors with a little 

21 color as to the operations of the Loews 

22 subsidiaries. 

23 Q Are these reporting as to the business of 

24 each of the subsidiaries? 

25 A Yes. 
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2 MR. WACHTELL: No further questions. 

3 BY MR. MAHER; 

4 Q What is a classical definition of 

5 addiction? 

6 A I think of it in terms of — my 

7 understanding is there are several indicators of 

8 addiction, including tolerance, ease of withdrawal, 

9 and several other factors. And when I — while I 

10 don't recall each of those items that are a factor 

11 In what I will call classical addiction, I do 

12 remember looking at those factors and concluding 

13 that tobacco didn't fit into that classical 

14 definition. 

15 Q Have you read anything authoritatively 

16 that Indicates that tobacco doesn't fit, or that 

17 nicotine doesn't fit? 

18 A I have read testimony, summaries of 

19 testimonies by expert witnesses that says that 

20 nicotine is not addictive. 

21 Q Have you read any authoritative treatise 

22 that indicates that nicotine is not addictive? 

23 A I have not read any authoritative 

24 treatise. No. 

25 Q As it relates to the term "classical 
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2 addiction," would you agree that the vast weight of 

3 medical opinion today subscribes to the proposition 

4 that nicotine is addiction? 

5 MR. WACHTELL: Could I have the question, 

6 please. 

7 (Question read.) 

8 Q Is addictive. 

9 MR. WACHTELL: Is addictive under the 

10 classical definition? Is that your question? 

11 You're nodding your head. You are not saying 

12 anything. 

13 MR. MAHER: Yes. 

14 MR. WACHTELL: You are asking him as he 

15 used the term — your question is, does he 

16 understand that the vast weight of medical opinion 

17 is that nicotine is addictive under the classical 

18 definition of addiction? 

19 MR. MAHER: Correct. 

20 MR. WACHTELL: That is your question. 

21 You can answer. 

22 A I don't buy your premise, first of all. 

23 I think that what's happened is that the — over the 

24 past 10 years the definition of addition has changed 

25 dramatically. And I would say that 10 years ago 
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2 

very few 

people would have said that nicotine is 

3 

addictive 

And I think what's happened over time is 

4 

that the 

definition of addictive has changed and 

5 

therefore 

a lot of people to this day say that 

6 

nicotine 

is addictive. 

7 

Q 

Do you believe cocaine is addictive? 

8 

A 

Yes. 

9 

Q 

Do you believe heroin is addictive? 

10 

A 

Yes. 

11 

Q 

Under the classical sense in both of 

12 

those? 


13 

A 

Yes. 

14 

Q 

Do you agree that the vast majority of 

15 

medical opinion today subscribe to a theory that 

16 

heroin and cocaine are addictive? 

17 

A 

Yes. 

18 

Q 

With reference to the Miami hotels. 

19 

does — when did the first discussion come up? 

20 

A 

I guess that was about a year and a half. 

21 

two years 

ago. 

22 

Q 

Thank you. 

23 


(Pause.) 

24 


MR. MAHER: That's all I have. Thank 

25 

you. I would like to have a copy of the 1996 
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report, annual report, attached as Exhibit 4. 

MR. WACHTELL: There is no 1996 — 

A 1995. 

MR. MAHER; I am sorry. 1995. It wasn't 
attached the other day, for some reason. 

MR. WACHTELL: I am sorry. I am confused. 
MR. MAHER: The '95 report that you were 
kind enough to furnish to Ron, somehow it didn't get 
attached to Laurence Tisch's depo. 

MR. WACHTELL: Sure. 

MR. MAHER; Okay? 

MR. WACHTELL: No problem. 

Off the record. 

MR. MAHER; Are we waiving reading and 

signing? 

MR. WACHTELL: No. 

THE VIDEOGRAPHER: This concludes the 
deposition of James Tisch. The time is now 2:46 

p .m. 

(Marked for identification.) 

(Time noted: 2:46 p.m.) 
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